PRHTA Final Fiscal Plan 2018 - 2023

DRAFT 1 March 23, 2018

GOVERNMENT OF PUERTO RICO

Confidential / Prepared for Governmental Policy Deliberation / Subject to Common Interest Agreement / Working Draft




Disclaimer

A final fiscal plan is subject to the approval of the Board of Directors of the Puerto Rico Highways and Transportation Authority as per Law 74 June 23, 1965 as amended and
the PRHTA Bylaws.

The Puerto Rico Fiscal Agency and Financial Advisory Authority ( i A A F #hE Buerto Rico Highways and Transportation Authority ( i H T #thé Goyernment of Puerto Rico
(the A Go v e r n eral eachoof their respective officers, directors, employees, agents, attorneys, advisors, members, partners or affiliates (collectively, with AAFAF, PRHTA
and the Government instrumentalities the i P a r tmale sdrgpresentation or warranty, express or implied, to any third party with respect to the information contained herein
and all Parties expressly disclaim any such representations or warranties.

The Parties do not owe or accept any duty or responsibility to any reader or recipient of this presentation, whether in contract or tort, and shall not be liable for or in respect of
any loss, damage (including without limitation consequential damages or lost profits) or expense of whatsoever nature of such third party that may be caused by, or alleged to
be caused by, the use of this presentation or that is otherwise consequent upon the gaining of access to this document by such third party.

This document does not constitute an audit conducted in accordance with generally accepted auditing standards, an examination of internal controls or other attestation or
review services in accordance with standards established by the American Institute of Certified Public Accountants or any other organization. Accordingly, the Parties do not
express an opinion or any other form of assurance on the financial statements or any financial or other information or the internal controls of the Government and the
information contained herein.

Any statements and assumptions contained in this document, whether forward-looking or historical, are not guarantees of future performance and involve certain risks,
uncertainties, estimates and other assumptions made in this document. The economic and financial condition of the Government and its instrumentalities is affected by
various financial, social, economic, environmental and political factors. These factors can be very complex, may vary from one fiscal year to the next and are frequently the
result of actions taken or not taken, not only by the Government and its agencies and instrumentalities, but also by the Financial Oversight and Management Board for Puerto
Rico and other third party entities such as the government of the United States. Examples of these factors include, but are not limited to:

The amount and timing of receipt of any distributions from the Federal Emergency Management Agency and private insurance companies to repair damage
caused by Hurricanes Maria and Irma;

The amount and timing of receipt of any amounts allocated to Puerto Rico and provided under the Community Disaster Loans Program;

The amount and timing of receipt of any additional amounts appropriated by the United States government to address the funding gap described herein;

The impact of the resolution of any pending litigation in the Title Ill cases

Because of the uncertainty and unpredictability of these factors, their impact cannot be included in the assumptions contained in this document. Future events and actual
results may differ materially from any estimates, projections, or statements contained herein. Nothing in this document should be considered as an express or implied
commitment to do or take, or to refrain from taking, any action by AAFAF, the PRHTA, the Government, or any government instrumentality in the Government or an admission
of any fact or future event. Nothing in this document shall be considered a solicitation, recommendation or advice to any person to participate, pursue or support a particular
course of action or transaction, to purchase or sell any security, or to make any investment decision.

By accepting this document, the recipient shall be deemed to have acknowledged and agreed to the terms of these limitations. This document may contain capitalized terms
that are not defined herein, or may contain terms that are discussed in other documents or that are commonly understood. You should make no assumptions about the
meaning of capitalized terms that are not defined, and you should consult with advisors of AAFAF should clarification be required.

GOVERNMENT OF PUERTO RICO

Puerto Rico Highways and Transportation Authority
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|. Executive Summary
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Executive Summary

The Puerto Rico Highways and Transportation Authority (PRHTA or HTA) is a public corporation responsible for developing,
operating and maintaining Puerto Ri c¢ adl ssoads, highway network, and mass transportation facilities. The current
Administration has developed an aggressive plan to obligate $138.8 million annually from Federal Highway Administration
(FHWA) and $20 million from Federal Transit Administration (FTA) in addition to local funds and potentially other federal grants,
to projects meeting four key objectives including: (a) transit security and safety projects, (b) improvement of existing
transportation infrastructure, (c) complete highway systems, and (d) congestion mitigation.

Like most of Puerto Rico, HTA was severely impacted by Hurricane Maria, and has identified to date more than $700 M in
damages, and remains in recovery mode.

In order to maintain its assets in a state of good repair and continue normal operations, HTA estimates that it will need $3.0
billion of capital expenditures from FY18 to FY23, including $2.2 billion for highway-related CIP, $652 million for Maria-related
emergency repair, and $146 million for H T A &amsit-related CIP.

HT A @re-debt service financial gap over the six years, without considering fiscal plan measures or central government
transfers, is $1.4 billion (pre-retained revenues, HTA would have achieved a $1.9 billion surplus).

HTA proposes six key fiscal measures that will facilitate organizational transformation, enhance revenue, and reduce
expenditures. These measures, which include key contract renegotiations and voluntary transition, total an estimated financial
opportunity of $85 million over six years. Post-fiscal measures, HTA estimates that it will require an average central government
transfer of approximately $158 million per year over six years to achieve financial break-even pre-debt service (plus HT A €
allocation from the Co mmo n we &€ARXhFairel to support the f o r memedgsncy reconstruction (including resiliency
measures), state of good repair, congestion management, completion of the strategic network, and P3-related expenditures).

HTA is committed to establish a governance structure and program management office to facilitate it achieving its financial
targets and operational improvement objectives.

PROMESA establishes a process for the restructuring of debt (voluntary or involuntary) towards sustainable levels but not
before the certification of its Fiscal Plan by the Oversight Board, among other requirements. The Government of Puerto Rico
and its instrumentalities (including HTA) expect to continue this process in order to strengthen its financial capacity. HTA will
also continue to work with all the federal agencies (including FTA & FHWA) as Partners throughout this process in order to
achieve our common financial and operational objectives.
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Il. Description of PRHTA
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Puerto Rico Highways and Transportation Authority

Lead Puerto Rico towards economic development through an Develop and promote an integrated transportation system that, along
efficient transportation system, safely and in accord with the with a highway infrastructure and service delivery, will facilitate the
environment, while procuring the delivery of excellent service economic development of Puerto Rico in harmony with the environment

About PRHTA

AL HTA is a public corporation founded with the purpose o festhighways,i nuilng
easing the flow of vehicles, and minimizing the risks and inconveniences that traffic congestions may cause.
AL HTA is charged with constructing, operating, and maintai niatoy Puer|to
facilities, which are financed by revenue bonds, federal grants and specified tax revenues.
A The Puerto Rico State Highway System consists of a total of 4,605 miles:

P T AR SR ool PUERTO RICO HIGHWAT STSTEX
Ay S T o o . malric, % LOCAL CLASSIFICATION
T - o 5.

2T 458
s

Breakdown by type of Road:

Toll Roads (incl. PR 22 & 5) i 185.6
miles

Primary Roads (incl. Urban) i 986
miles

Secondary & Tertiary Roads i 3,434
miles

Total = 4,605 Miles

GOVERNMENT OF PUERTO RICO
Puerto Rico Highways and Transportation Authority Source http//WWWdtOpgOVpr/hIStorlaaSp

Confidential / Prepared for Governmental Policy Deliberation / Subject to Common Interest Agreement / Working Draft 7



HTA: An Evolving Mission

A HTA falls
umbrella through the
Reorganization Plan Num
6, conceding its powers
and duties to the
Secretary

A Integration of the mass
transportation sector
through the successful
establishment of
exclusive lanes project for
AMA buses is put in place

under

DTOPO&s

The Secretary of DTOP
grants the name
Highways and
Transportation
Authority through Law
1, becoming the
principal promoter and
administrator of mass

The construction of

Teodoro Moscoso

Bridge is completed,

becoming the first A
highway privatization

project in PR and the

Toll Credits where implemented to
benefit HTA by using the credits to
substitute the required local share
on future Federally aided projects
Law 41-2014 amended the Organic
Act of PRHTA to vest its powers in a
Board of Directors

transportation public

1971 policies
1991
1965
Creation of the 1990
Puerto Rico

Through Law 4, the Authority is
empowered to implement P3
contracts with private entities for the
construction, operation and
maintenance of highways, bridges,
avenues and any other traffic
installation

Highway Authority

GOVERNMENT OF PUERTO RICO

Puerto Rico Highways and Transportation Authority

US with an
investment of $126M A Hurricane Maria hits Puerto
1994 Rico, causing widespread
_ 2014 A Puerto Rico Oversight damage to infrastructure,
° - Management and Economic including prolonged power
° Stability ACT (PROMESA) outages, damage to toll
- becomes effective facilities, roads, and bridges.
Law 207 vests the Authority with Memorandum of A Economic impact of Maria
the power to directly invest in the Understanding (MOU) is decreases tax and toll
development of parcels around train signed by the PR governor revenues, worsen
stations or any special district and US Dept. of fiscal standing.
Transportation September
=eptember
2000 2017
2016 =
([ I I ® ® I I ? I I
1998 2011 April
PRHTA approved resolution 98-06 . Agreemem 2017 July 2018
which included a change in the - 2017 anti
definition and nafacoOAUMNE ;¢ ¢ L HTAfies certified fiscal , HTA has identified
. . . N 0 offtdn Revised HTA  more than $700 M in
Facilitiesod to ﬁ 5 gﬂi) R aﬁda t i on| planunder PROMESA fiscal plan filed damages from
Facilities.o Und Enfaint h‘gﬁWa)/% BRY ‘ Maria, and remains
definition, Tren Urbano and other ¢\ 'op 55 ® in recovery
transit facilities are included May
2015 2017
Executive Order FOMB files petition for
#2015-046 relief under Title Il of
enables central PROMESA on behalf of
government HTA (see next slide)

retention of
PRHTA revenues

Source: http://www.dtop.gov.pr/carretera/det_content.asp?cn_id=217
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Financial Sustainability, Federal Agencies & PROMESA

A The Puerto Rico Oversight, Management, and Economic Stability Act (PROMESA)
establishes a process for the restructuring of debt (voluntary or involuntary) towards
sustainable levels but not before the certification of its Fiscal Plan by the Oversight Board.
HTA has filed for Title Il protections under PROMESA and will continue to work with all the
federal agencies (including FTA & FHWA) as partners throughout the Title Il process in
order to achieve our common objectives.

A HTA receives about $158.8 million per year from FTA and FHWA. This funding requires
that the grantee demonstrates specific and well-defined technical, financial and
organizational capabilities. If the grantee does not meet these capabilities, there is a
substantial risk that federal funds will not be allocated.

A FTA and FHWA agreements require continued operation of grant-funded assets, limiting
HTAGs options for reducing operating cost s
revenue which has since been retained.

A HTATelies on a large surplus of toll credits to meet the non-federal share of FHWA grant-
funded projects, allowing the Authority to continue developing infrastructure despite cash
limitations associated with retention of revenue and Title Il status.

-+
. «
« GOVERNMENT OF PUERTO RICO
< i R H and Transportation Authority
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HTA as a grantee of the Federal Government

HTA receives federal funds from two agencies, the Federal Transit Administration (FTA) and the Federal Highway Administration (FHWA).
This funding requires a grantee to demonstrate that it has specific and well-defined technical, financial, and organizational capabilities. If the
grantee does not meet these requirements, federal funds will not be allocated.

EHWA FTA

Agency Agency within the U.S Department of Transportation responsible for Provides financial and technical assistance to local public transit systems, including
Description administering the federal-aid highway program and highway transportation buses, subways, light rail, commuter rail, trolleys and ferries. The FTA also oversees
programs of the Department of Transportation. safety measures and helps develop next-generation technology research.
According to 23 U.S.C. A302 and Title 23 of the Code of Federal To become a grantee of FTA, HTA is required to meet the following minimum criteria:
Regulations, any state needs to be suitably equipped and organized to A Legal Capacity
discharge to the satisfaction of the Secretary the duties required by this A Technical Capacity
title. In the following areas: A Proven Financial Capacity
A Payment procedures- Chapter 1, subchapter 8 A Disadvantage Business Enterprise
Grantee A Planning/Environmental- Section 135, Chapter I, Subchapter E A American with Disabilities Act Compliance
Compliance A 2Sts)lcghna;p|?e|?g,vay Standard/ Design Criteria- Section 109, Chapter |, A Title IV (Civil Rights) 48 U.S.C A5301 et seq.
Requirements A Construction and Contracting Procedures- Chapter |, Subchapter G
A Transportation Infrastructure Management- Chapter |, Subchapter F
A Maintenance- Properly Maintenance all Roads- Section 116
A Highway Safety- Section 402, Chapter I, Subchapter Il
A Right of Way and Environment- Chapter |, Subchapter H
Non-compliance with federal laws and regulations or diversion of highway The default of HTA with any of its obligations (mainly bond debt) may trigger questions
revenues may result in: as to its financial capacity leading to a potential loss of federal funds. If, during the
A Suspension of funding useful life of the property, the recipient unreasonably delayed or failed to use the
. A Lack of maintenance and essential services that will cause highways federally assisted property for its originally intended purpose, recipients may be
Risks of Non- to deteriorate required to return the entire amount of federal assistance spent on the award or
Compliance A Transportation of goods and emergency services will be hindered federally-assisted property. However, this Fiscal Plan is designed to mitigate this
A HTA and FHWA are currently operating under an MOU which risk by closing any operational financial gap for the six-year period, subject to the
stipulated requirements to maintain funding i for additional realization of projected revenues, fiscal measures, and fund transfers from both
information, see MOU slides in the Appendix. Federal and PR Governments.
Max Available $138.8 million/year* $20 million/year*
Funding*

* Maximum available funding represents recurring annual payments and does not include emergency reconstruction
grants. Maximum available funding may not equal that of obligated funds and/or actual expenditures. Amounts include
penalties and $3.8M return from PR Transit Safety Commission. Source: USC 23; Title 23 CFR

ways and Transportation Authority
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HTAG0s current organization has a total
Secretjaryos
Office
14 l |
Citizen Internal
| Service Security
Office Office
- 10 4
Executive .
______________ Direcforos ~—~— T oomTTooommmmes
Office
9
Propert . A Legal Executive Federal Federal
Admini%tra){ion Communic. Civil Rights Advi%ory Internal Assistant Coord. Liaison
Office Office Office Office Audit Office Director Office Office
17 5 16 4
15 19 , 10
Traffic and HR & Labor Finance & Integrated
In&?g‘gg%’ée Toll Roads Relations Administration Transport
749 Directorate Directorate Directorate Directorate
204 51 138 18
Project Development Operations and Contract

and Construction

Emphasis in Capital
Improvement Program

*
-
<
»

’\

GOVERNMENT OF PUERTO RICO
Puerto Rico Highways and Transportation Authority

Source: January 2018 HTA roster provided by HTA Human Resources.

1

1

i maintenance of
| toll roads

management of

outsourced transit

operations

- = = Special relation between advisory offices that directly report to the Secretary and,
at the same time, provide services and advice to the Executive Director

~7 7™ Special relationship of counseling and coordination between offices or areas
- - — Special relation between administrative and finance phases

Relationships and offices via discussions with HTA executives and its consultants.
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Impact of Hurricane Maria on PRHTA Operations and Finances

A Infrastructure Damage: Roads, bridges, were damaged in
the hurricane, and major projects were delayed due to the
temporary realignment of resources towards recovery. HTA
was unable to execute planned capital improvements,
focusing instead on emergency repairs to bring
infrastructure back online.

A Public Transit Damage: Several Tren Urbano (TU)
stations were damaged by Maria, with limited service
returning in late December.

A Revenue: Revenue from operations were severely
depleted in the wake of Hurricane Maria. Toll plazas were
damaged or left without power, TU and several bus lines
were left temporarily inoperable, and both traffic and
ridership were greatly reduced.

A Economy: Hurricanes contributed to greater-than-
anticipated economic decline, leading to a long-term
reduction in revenue, traffic, and ridership.

A Insurance and Aid: FEMA grants and insurance proceeds
are expected to partially finance some capital improvement
projects necessitated by Mar.i
of the negative economic impact of the storm.

L

N G
el . GOVERNMENT OF PUERTO RICO
B v
-', » Puerto Rico Highways and Transportation Authority
) >
o9 (W
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The Cost of Hurricane Damage: 1 of 2, Non-Highway

HTAGs direct | odats
indicate that Maria caused $71 M in
direct losses to the agency, excluding
damage to the highway network
estimated at $652 M

HTA estimates that the vast majority of
the direct costs outlined in the table to

the right will be covered by emergency
funds and insurance payments

Many indirect costs, including lost
revenues may not be covered

This estimate is as of February 22, and
accounts for 62% of the related
categories. Additional loss estimates
are likely.

«  GOVERNMENT OF PUERTO RICO

Puerto Rico Highways and Transportation Authority

a .

PW Assistance Project - PW Listing
PR Highway and Transportation Authority (PRHTA)
Category Sub-Category Costs
Force Account Labor and |Force Labor Account Payroll 184,111
Equipment Total 184,111
First Transit Buses for Military Personnel 44,686
First Transit Buses use during Emergency 29,236
Seclu_rllty Protection for Toll System 21,392
Facilities
Health & Safety Inspections Facilities 3,500
Provision of Foods, Water and Other
. Essential ltems to COE (Central 20,287
Emergency Protective . .
M Operacional de Emergencia )
easures First Transit Security Protection 63,000
Direct Administrator Cost 17,078
Tempqrary G_enerators Facﬂltl_es Rental 346,691
(including Maintenance and Diesel)
Vehicle Rentals, Equipment, Parts 213,829
Total 759,699
Emergency Road Repairs Emergency Road Repairs 1,800
Total 1,800
PRHTA Offices Damages and Repairs 1,508,049
PRHTA - ToII System Equipment Damages 97.191
and Repairs
Building and Equipment .
PRHTA- 2% Mapfre Insurance Deductible 958,687
Damages
PRHTA Vehicles Damages and Repairs 18,311
First Transit Bus Damages 16,142
Total 2,598,380
Debris, Emergency Debris, Emergency Protective Measures & 67 668.704
Protective Measures & |Building and Equipment Damages e
Building and Equipment |
Damages Total 67,668,704
Total 71,212,694

Preliminary Damage Estimates. Subject to Change / Finalization
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The Cost of Hurricane Damage: 2 of 2, Highway

Puerto Ricob6s highway system suffered significant damages
repairs would cost a total of $652 M. Of this total, $20 M is projected to come from local funds assuming a 100% federal match
for all FHWA expenses?! and some local spending for design management and a share of FEMA expenses. Over half of the
total spend will go towards repairing collapsed roads, with another 26% going towards bridge repair and reconstruction.

Percent of Budgeted Repair Cost by Category

54%
26%
[ [ —
Roadway Bridge Traffic Signs &  Traffic Signals & Temporary ER for Active Lighting System
Collapse Reconstruction & Safety Communications Bridges (ACROW) Projects
Repair
Total Spend by Federal and Local Funds ($ millions)
264
8
182
6 148
3
58
2
s i
FY18 FY19 FY20 FY21 FY22
= Federal Emergency Repair Program Local Emergency Repair Program
GOVERNMENT OF PUERTO RICO
Puerto Rico Highways and Transportation Authority 1 Bipartisan Budget Act of 2018, 115" Cong., 2d Sess. (2018). Page. 88; line 8.
14
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Next Steps for Hurricane Recovery

Complete
comprehensive _
damage assessment Submit requests for
and collect information additional grant

for emergency grants funding and complete
(FHWA, FTA, FEMA) insurance claim
and insurance claims process

(in-process)

GOVERNMENT OF PUERTO RICO
Puerto Rico Highways and Transportation Authority

Establish
organizational
structures required to
properly apply grant
funding

Deploy recovery funds
for repair and
recovery, and

establish a timeline to

normalize operations
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Ill. INFRASTRUCTURE AGENDA

GOVERNMENT OF PUERTO RICO
Puerto Rico Highways and Transportation Authority
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HTA Infrastructure Agenda

HTA has established an infrastructure agenda to maximize federal funds obligated from FHWA? and FTA! and improve economic growth.
Puerto Rico has a six-year Capital Improvement Plan (CIP). The six-year CIP is comprised of the 2017-2020 Statewide Transportation
Improvement Plan (STIP) which are planned projects, active projects not included in the STIP, and projections beyond the STIP to maintain the

system in a state of good repair.

Strategy:

A Focus CIP on maintaining the
existing highways asset in an
adequate operating condition

A Continue aggressive plan to
maximize funds and develop
best-in-class infrastructure

A Expedite project delivery:

T Engage expedited design
services to accelerate
preliminary designs and
obligate funds

T Increase project
supervision through
additional qualified
resources

AUtilize P36s a

Focus:

Funds:

Projects and Execution:

Planned projects for the next six
years will mainly focus on:

A Highway Safety Projects

A Improvement of existing
transportation infrastructure,
including: pavement
reconstruction and
preservation; bridge repairs
and preservation; and the
upgrade of traffic signals.

A Congestion Mitigation

A For the Transit Asset, the
CIP will focus on the
replacement and upgrades

d obbudessanduire GU traig

A Obligate as much Federal
Funds as possible to support
economic growth

A Current federal match is
80.25% of project costs for
eligible projects, with the
state matching 19.75%
(exception: 100% for
emergency relief).

A Currently, HTA uses toll
credits to cover the spend
requirements of the state
match.

A The current CIP has been developed to
maximize the deployment of already-
assigned federal funding on existing
projects and optimize the use of future
funding by prioritizing infrastructure
needs in order to keep the road network
in a safe operating condition.

A As part of a Memorandum of
Understanding (MOU) between the HTA
and the FHWA, HTA is undergoing a
transformation geared at revamping its
project and program delivery capabilities
to eliminate its project backlog. HTA feels
confident that it will be able to deliver the
described CIP in this fiscal plan, once this
transformation is completed.

A HTA has included in the fiscal plan a CIP

as strategies to achieve a system for the Transit Assets at $5M per year to
more efficient and modern ensure availability of funds to overhaul
infrastructure, in accordance any bus units and train system
with Puerto Riflcob6s components in disrepair.
government public policies
) »
Y "\ GOVERNMENT OF PUERTO RICO

A

» Puerto Rico Highways and Transportation Authority
~

1 Total available FTA & FWHA funding may not equal that of obligated funds and/or actual expenditures
Source: HTA CIP
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HTA CIP Summary

In order to maintain its assets in a state of good repair and continue normal operations, HTA estimates that it will need $3.0 B
of capital expenditures from FY18 to FY23, of which:

A $2.2 B is for HT A &ghway-related Capital Improvement Plan (see slide 21 for details). 84% of non-emergency CIP
spending! willbeonfi s t &f goedr e p projects, focused on pavement quality, safety, and other critical improvements.

A $652 M is for Hurricane Maria-related emergency repair expenditures to occur over the next four years (see slide 14 for
details)

A $146 M is for H T A Bransit-related Capital Improvement Plan (see slide 22 for details)

During the six-year period, HT A €I® expenses exceed capital revenues by $496 M. This gap will need to be funded by
operating revenues or allocations from Central Government.

FY18 to FY23 CIP: Revenue and Expenses

Abr. Revenue Category

R-1 FHWA Funds
632 146 (1.075) R-2 State Funds Earmarked for CapEx
451 1 R-3 Federal Emergency Revenues
1,285 | (73) (712) R-4 FTA Funds
- (194) Abr. Expense Category
— (48) (109) (496) X-A FHWA Construction Spend Projects
__- X-B Construction Local
- X-C Non-Federal Construction Projects
(632)m X-D FHWA Construction Soft Costs
X-E Design
X-F Non-Federal Construction Soft Costs
X-G Federal Emergency Repair Program
R1 R2 R3 R4 XA XB XC XD X-E XF XG X-H XI Gap X-H Local Emergency Repair Program
X-1 Transit CIP
Revenues Expenses
GOVERNMENT OF PUERTO RICO
Puerto Rico Highways and Transportation Authority [1] Includes both construction hard cost and the associated soft costs
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Highways Asset Optimized CIP* for Fiscal Plan Period

HTA expects its steady-state CIP for highways will be $261.8 M in state of good repair construction costs, with slightly
fluctuating needs over the next few years based on the state of current projects and expected completion dates

448
59
357 378 360 360
309 = >2 53 56
71
389
208 326 307 304
238
FY18 FY19 FY20 FY21 FY22 FY23
Main Assumptions: Construction Cost Soft Cost

Construction Assumptions:

A Federal and local construction costs for FY18-FY21 were developed using project-specific costs provided by HTA for active
projects, STIP projects (State Transportation Improvement Program), federal projects, and projected expenditures on
dynamic toll lanes.

A FY22-23 estimates were developed using CIP projections ($261.8 M per year) produced by HTA and its consultants, and
projects the total spending needed per year to keep the highway network in a state of good repair.

Soft-Cost Assumptions:
A Includes $65 M in soft cost backlog. Assumes 10% of construction costs for 2018 and 2019, 15% for 2020 and 2021, and
18.5% of construction costs for Years 2022 to 2023. Soft cost assumptions by year were provided by HTA and its
engineering consultants.

[1] Some of FY21's total construction spend was also developed with inputs from the CIP
GOVERNMENT OF PUERTO RICO
* Includes both construction and soft costs but does NOT include CIP for Transit Asset

Puerto Rico Highways and Transportation Authority
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Highways Asset Optimized CIP* by Type of Work

Steady State Expenses By Type of Work ($in millions):

Traffic Signaling

Safety

Bridges

Pavement

13

33

86

HTAOsSs esti mated st ea
CIP is $261.8 M in hard costs
per year [1]

130

[1] HTA developed a long-term, steady-state CIP for its highway infrastructure it believes it needs to keep the highway system in a state of good repair and critical to
HTA receiving full federal funds. To develop these funding levels, HTA used available data on asset condition, lifecycle, and historical costs. Following its initial analysis,
HTA hired an outside engineering consultant to conduct a validation the CIP. After integrating the results of the external study, PRHTA estimates a steady-state CIP of

$261.8 M per year.

GOVERNMENT OF PUERTO RICO

Puerto Rico Highways and Transportation Authority
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Highways Asset Optimized CIP* for Fiscal Plan Period by Sources of Funds

HTA has developed its Highways CIP with the goal of maintaining the highway network in a state of good repair at an expected
cost of $2,211 M. HTA has identified $1,736 M over the six-year period in capital funding. In order to implement its CIP, $476 M
in additional funding will be required from operations, fiscal measures, or appropriations from Central Government.

Highways CIP by Funding Source ($ millions)

475
77
373 360 360
309 334
64
155 398 55
309
133 167 139 139
FY18 FY19 FY20 FY21 FY22 FY23
FHWA Funds State Funds Earmarked for CapEx m Additional CapEx Funding

*Includes both construction and soft costs and does NOT include CIP for Transit Asset
GOVERNMENT OF PUERTO RICO ** Allocation for the PRHTA for infrastructure improvements from the FY 2018 Central Govt Budget

*** |n years without a funding gap, state funds earmarked for capex have been applied in the next year with a funding gap
Puerto Rico Highways and Transportation Authority
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Transit Asset Estimated CIP* for Fiscal Plan Period

Transit Capital Revenues ($ millions)

50 50
31
15) 45 45
20 5 5
[5) 5 15) 15)
FY18 FY19 FY20 FY21 FY22
FTA Grant Capital Improvement Allocation Insurance
Transit Capital Expenses ($ millions)
(50) (50)
(31) (40) (30)
s (20) 5 5
(10) 55? 55?
FY18 FY19 FY20 FY21 FY22

Transit Improvements TU Repairs & Reconstruction

Main Assumptions:
Transit CIP i Overhaul of Bus and Train System Units, as needed.
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V. CURRENT SITUATION WITH BASELINE FINANCIAL
PROJECTION

GOVERNMENT OF PUERTO RICO
Puerto Rico Highways and Transportation Authority
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HTAOS current fi scal situation with re

HTAG6s fiscal situat i gasthecAothotity contiruess totstouggte avith dhie Iose of retained revenues previously
transferred to the Authority. These revenues are now used within the Government of Puerto Rico. Government of Puerto Rico will
collect an estimated $456 million during FY18.

Statement of Revenues and Expenses, and Changes in Net position [1] 5 millions

Statement of Revenues and Expenses 212 2013 2014 2015 2016 2017
AUDITED AUDITED AUDITED AUDITED  UNAUDITED PRELIMINARY

Total operating revenues 202 185 214 229 212 204
Total operating expenses (275) (314) (392) (189) (192) (190)
Depreciation and amartization (438) 432) (448) (449) (452) (453)
Operating Loss (512) (562) (626) (408) (432) (438)
MNon-operating revenues 293 293 532 518 280 165
MNon-operating expenses (528) (294) (325) (419) (350) (347)
Loss before capital contribution (T48) (563) (419) (275) (503) (620)
Transfers and Capital contributions 307 429 228 324 46 115
Change in net position (441) (134) (190) 49 (457) (504)
Net position at end of year 3,302 3,168 2,978 3,026 2,570 2,065

B Increase M Decrease Total

3,743
3,500 3307
: e 3,165
3,000 (44n (134) BN 2077 49 3026
2 570
2,500 (457)
2 065
2,000 O]
2012 2013 2014 2015 2016 2017 2018
R &5
> o
~ g SOVERNMENT OF PUERTO RICO [1] édNemating expensesodo may include operating expens
7 Ny Fueno Rico iglways snd.Trans poration Sy Source: 2015 PRHTA audited, 2016 draft audited, and 2017 preliminary financial statements

A
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HTAOs proj ect ed withost cansidesnig fisca neasures: Summary

HTA6s total financi al gap over the six years, w
government transfers, is $1.4 billion

Total financial gap without fiscal measures, FY18-FY23 in $ millions

6,531

7’

Before considering fiscal measures
or government transfers, post-

/4 AY
[ )
1 1
4,285 i i
i revenue retention, HTA has an i
| average deficit of $235 mm per |
1 1
\ year from FY18 to FY23 }
N mmmmmmmm s e ———————————————— ’
\ i
N :
\\\ :,
(4,673) N
\ 1
\ 1
\\ 1
\\,’
4
Operating FHWA and FTA Total Construction & Retained i Pre-Measures |
Revenues Funding Revenues Operating Revenues i Gap i
Expense E i
P (3,266) (1,408)
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HTAGsSs proj ect ed withostcomsidesnqg fisca tneasunes: Detail

6 Yr Total:

In $thousands 2017-18 P 2018-19 P 2019-20 P 2020-21 P 2021-22 P 2022-23 P FY18-FY23
Toll fares 108,250 127,230 131,100 134,000 134,400 134,810 769,790
Gasoline Tax 171,500 161,280 148,230 145,600 143,200 140,850 910,660
Diesel Tax 20,140 16,000 14,710 14,440 14,210 13,970 93,470
Petroleum Products Tax 323,270 285,540 252,370 247,900 243,810 239,810 1,592,700
Cigarettes taxes 20,000 20,000 20,000 20,000 20,000 20,000 120,000
Motor Vehicle License Fees 30,000 31,500 33,000 33,000 33,000 33,000 193,500
Act 30 - Licenses Fees Transferred to Act 57,000 58,500 60,000 60,000 60,000 60,000 355,500
Transit Revenues 8,052 9,308 9,567 9,786 9,970 10,074 56,757
Electronic Toll Fines 27,177 25,265 25,968 26,563 27,063 27,345 159,381
Other income 4,618 5,487 5,640 5,769 5,878 5,939 33,333

Operating Revenue 770,008 740,110 700,585 697,058 691,531 685,799 4,285,091
FHWA Funds 132,766 397,945 308,644 167,497 138,830 138,830 1,284,512
State Funds Earmarked for CapEx 75,000 - - - - - 75,000
Federal Emergency Revenues 175,553 256,565 145,201 55,135 - - 632,454
FTA Funds 31,000 50,000 50,000 5,000 5,000 5,000 146,000
Hurricane Loss Assessment - Insurance and FEMA Revenue 27,002 54,004 27,002 - - - 108,007

Capital Contribution 441,320 758,514 530,847 227,632 143,830 143,830 2,245,973

Total Revenues After Federal Fund Transfers 1,211,328 1,498,623 1,231,432 924,691 835,361 829,629 6,531,064
Right of Way (3,300) (3,300) (3,300) (3,300) (3,300) (3,300) (19,800)
Design (23,000) (5,000) (5,000) (5,000) (5,000) (5,000) (48,000)
Construction Local (23,160) (10,000) (10,000) (10,000) (10,000) (10,000) (73,160)
Salaries and related benefits (47,077) (46,864) (46,626) (46,416) (46,193) (46,040) (279,217)
PayGo Retirement Impact (13,536) (13,536) (13,536) (13,536) (13,536) (13,536) (81,217)
Litigation Reserve (6,691) (6,691) (6,691) (6,691) (6,691) (6,691) (40,146)
Right of Way Payments (16,626) (13,736) (7,068) (1,900) - - (39,330)
Other program expenses (1,471) (1,471) (1,471) (1,471) (1,471) (1,471) (8,828)
FHWA Construction Spend Projects (96,242) (343,623) (255,951) (142,505) (120,009) (117,156) (1,075,486)
Non-Federal Construction Projects (118,688) (35,161) (31,971) (173,049) (176,615) (176,615) (712,098)
FHWA Construction Soft Costs (36,524) (49,705) (48,227) (22,610) (17,057) (19,746) (193,869)
Non-Federal Construction Soft Costs (11,869) (4,132) (5,762) (24,840) (31,288) (31,452) (109,343)
Federal Emergency Repair Program (175,553) (256,565) (145,201) (55,135) - - (632,454)
Local Emergency Repair Program (6,496) (7,780) (3,240) (2,484) - - (20,000)
Transit CIP (31,000) (50,000) (50,000) (5,000) (5,000) (5,000) (146,000)
Hurricane Loss Assessment - Local Funding Needs (1,552) (3,104) (1,552) - - - (6,209)
Hurricane Loss Assessment - Insurance / FEMA Covered (27,002) (54,004) (27,002) - - - (108,007)

Total Construction (639,787) (904,673) (662,598) (513,938) (436,160) (436,007) (3,593,164)
Salaries and related benefits (40,226) (40,073) (39,904) (39,754) (39,595) (39,485) (239,036)
PayGo Retirement Impact (4,423) (4,423) (4,423) (4,423) (4,423) (4,423) (26,537)
Toll highways administration and maintenance (37,189) (42,150) (37,214) (38,115) (38,999) (39,643) (233,311)
Train operating and maintenance costs (66,587) (68,183) (67,902) (70,011) (69,754) (72,259) (414,696)
Integrated transportation system (14,603) (14,959) (15,324) (15,697) (16,080) (16,472) (93,134)
Other operating expenses (15,098) (14,196) (12,855) (11,655) (10,455) (9,208) (73,465)

Total operating expenses (178,125) (183,984) (177,621) (179,654) (179,306) (181,489) (1,080,179)

Total expenses (817,912) (1,088,657) (840,220) (693,592) (615,466) (617,496) (4,673,344)

Total Fin. Gap Pre-Measures before Rev Retention & Gov. Funding 393,416 409,966 391,213 231,098 219,895 212,132 1,857,720

Retained Revenues to Central Government (621,910) (572,820) (528,310) (520,940) (514,220) (507,630) (3.265.83Q) L

Total Fin. Gap Pre-Measures post-Rev Retention & pre-Gov. Funding (228,494) (162,854) (137,097) (289,842) (294,325) (295,498) !‘(1,408,110) 1

T
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HTAOs projected f-measuads: Reversue snhapshot P |

HTA projects total revenue over the six years of $4.3 billion, including operating revenue of $1.0
billion and tax and fee revenue of $3.3 billion.

FY18-FY23
$in millions FY18 FY19 FY20 FY21 FY?22 FY23 Total

Toll Revenue 108 127 131 134 134 135 770 [A]
Transit Revenue 8 9 10 10 10 10 57 [B]
Toll Fines 27 25 26 27 27 27 159 [C]
Other Income 5 5 6 6 6 6 33 [D]
Operating Revenue 148 167 172 176 177 178 1,019
Gasoline Tax 172 161 148 146 143 141 911 [E]
Diesel Tax 20 16 15 14 14 14 93 [E]
Petroleum Products Tax 323 286 252 248 244 240 1,593 [E]
Cigarettes taxes 20 20 20 20 20 20 120 [E]
Motor Vehicle License Fees 30 32 33 33 33 33 194 [E]
Act 30 - Licenses Fees Transferred to Act 57 59 60 60 60 60 356 [E]
Tax and Fee Revenue 622 573 528 521 514 508 3,266
Total Revenue 770 740 701 697 692 686 4,285
[ A] Based on Dr. Jorge Freyreob6s draft results received on 3/21/18. The accompanying draft re

[B] FY'18 projected based on annualized Tren Urbano and Metro Bus actuals. FY19 is the average of FY 17 and FY18; FY20 onw ard uses Commonw ealth's Real GNP projections as of Mar. 2018
[C] FY 18 is the average betw een annualized FY 18 YTD December and FY 17 actuals. FY 19 is the average of FY 17 and FY8; FY20 onw ard uses Commonw ealth's Real GNP projections as of Mar. 2018
[D] FY 18 projected based on annualized actuals. FY19 is the average of FY17 and FY 18; FY20 onw ard uses Commonw ealth's Real GNP projections as of Mar. 2018

[ E] Based on Dr. Jorge Freyreb6s draft results received on 3/21/18. The accompanying draft re

GOVERNMENT OF PUERTO RICO
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HTAOGs projected f-measuds: ChiPsiapshaton, pr

Total CIP expenses are $3.0 billion and total revenues are $2.5 billion over the six-year period.

Capital Expenses

FY18-FY23
$in millions FY18 FY19 FY?20 FY21 FY?22 FY23 Total Jl Notes

FHWA Funds 133 398 309 167 139 139 1,285 [A]
State Funds Earmarked for CapEx 155 77 64 55 50 50 451  [B]
Federal Emergency Revenues 176 257 145 55 - - 632 [C]
FTA Funds 31 50 50 5 5 5 146 [D]
Total Revenues 494 782 568 283 194 194 2,514
FHWA Construction Spend Projects (96) (344) (256) (143) (120) (117) (1,075) [E]
Construction Local (23) (10) (10) (10) (10) (10) (73) [F]
Non-Federal Construction Projects (119) (35) (32) (173) 177) @77 (712)
FHWA Construction Soft Costs (37) (50) (48) (23) 17) (20) (194) [G]
Design (23) 5) (5) ®) ®) ®) (48) [H]
Non-Federal Construction Soft Costs (12) (4) 6) (25) (31) (31) (109)
Federal Emergency Repair Program (176) (257) (145) (55) - - 632) I
Local Emergency Repair Program (6) (8) 3) ) - - (20)
Transit CIP (31) (50) (50) (5) (5) (5) (146) [J]
Total Expenses (523) (762) (555) (441) (365) (365) (3,010)
Net Capital Expenses (28) 20 13 (158) (171) (a71) (496)

[A] PRHTA receives $138.8 M (net of penalties) in federal funds per year. FY18-21 is based on obligated Federal Funds and exceeds 138.8 Min some years as a result of
backlogged projects. FY22 onw ards assumes PRHTA receives its historical allocation from FHWA of $138.8 M.

[B] PRHTA reiceves an annual appropriation from the Commonw ealth for capital expenses.

[C] Assumed that FHWA match of emergency repair spending w as 100% per the Bipartisan Budget Act of 2018, 115th Cong., 2d Sess. (2018). Page. 88; line 8.

[D] Provided by PRHTA leadership.

[E] Federal and local construction costs for FY18-21 w ere developed using project specific costs provided by PRHTA for active projects, STIP projects, Federal earmark
projects, and projected spend on dynamic toll lanes. FY22-27 w ere developed using long-term CIP projections produced by PRHTA and its consultants and projects the total
spend needed by year to keep the highw ay netw ork in a state of good repair.

[F] Earmarked funding for annual local construction needs.

[G] Includes $65 Min soft cost backlog. Assumes 10% of construction costs for 2018 and 2019, 15% for 2020 and 2021, and 18.5% of construction costs for Years 2022 to
2027. Soft cost assumptions by year w ere provided by PRHTA and its engineering consultants.
[H] Earmarked funding for annual design needs.

[Nl Developed using current damage estimates prepared as of February 19th, 2018. Local emergency repair costs include the local share of FEMA emergency repair and 12 M
for local design management not eligible for FHWA reimbursement.

[J] Provided by PRHTA leadership.

GOVERNMENT OF PUERTO RICO
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HTAOs projected f-measuads: OpaeradingtExpenmses p I
snapshot

Total FY18 budgeted Opex is $1.5 billion over six years, with over 40 percent of the expected costs

from personnel (salary/benefits, including PayGo retirement)
Operating Expenses

FY18-FY23
in $ millions FY18 FY19 FY20 FY21 FY22 FY23 Total [l Notes

Salaries and related benefits (47.1) (46.9) (46.6) (46.4) (46.2) (46.0) (279.2) [A]
PayGo Retirement Impact (13.5) (13.5) (13.5) (13.5) (13.5) (13.5) (81.2) [B]
Litigation Reserve 6.7) 6.7) 6.7) 6.7) 6.7) (6.7) (40.1) [C]
Right of Way Payments (16.6) (13.7) (7.1) (1.9) - - (39.3) [D]
Other program expenses (1.5) (1.5) (1.5) 1.5) (1.5) (1.5) 8.8) [E]
Subtotal, Construction Support (85.4) (82.3) (75.4) (70.0) (67.9) (67.7) (448.7)
Salaries and related benefits (40.2) (40.1) (39.9) (39.8) (39.6) (39.5) (239.0) [F]
PayGo Retirement Impact 4.4) 4.9 4.4) 4.9 4.4) (4.4) (26.5) [G]
Toll highways administration and maintenance (37.2) (42.1) (37.2) (38.1) (39.0) (39.6) (233.3) [H]
Train operating and maintenance costs (66.6) (68.2) (67.9) (70.0) (69.8) (72.3) (414.7) [
Integrated transportation system (14.6) (15.0) (15.3) (15.7) (16.1) (16.5) 93.1) [J]
Other operating expenses (15.1) (14.2) (12.9) 11.7) (10.5) 9.2) (73.5) [K]
Subtotal, Operating Expenses (178.1) (184.0) (177.6) 179.7) (179.3) (181.5) (1,080.2)
Total (263.5) (266.3) (253.0) (249.7) (247.2) (249.2) (1,528.9)

[A] Salary: # of FY 18 employees times their average salary. Assume salaries remain flat over period; Benefits: FY 18: based on average of annualized FY 18 YTD acuals through Dec 2017 and FY 18 budget
and is assumed to grow at 0.5% per year (FY 16-FY 18 CAGR). Other FY 18 benefits based on share of salary and assumed flat over period. Law 70 and 211: Early Retirement based on by-person schedules
[B] FY18: based on Department of Treasury's invoice; no additional information available, assumed flat during period
[C] FY18 based on FY 17 actuals; limited visibility into future years, assumed to be the same in future years
[D] Based on a specific payment schedule for active cases - trails off as no expected new construction in near-termto drive ROW
[E] FY18 vehicle lease and plotters: based on expected payments ($585K) this fiscal year; all other (rent, secuirty and others): assumed flat with FY 17 actuals
[F] Salary: # of FY 18 employees times their average salary. Assume salaries remain flat over period; Benefits: FY18: based on average of annualized FY 18 YTD acuals through Dec 2017 and FY 18 budget
and is assumed to grow at 0.5% per year (FY16-FY 18 CAGR). Other FY 18 benefits based on share of salary and assumed flat over period. Law 70 and 211: Early Retirement based on by-person schedules
[G] FY18: based on Department of Treasury's invoice; no additional information available, assumed flat during period
[H] FY18 Toll Operator (GILA) estimates based on the 12 months pre-Hurricane (Sep 2016 to Aug 2017); split 40% fixed and 60% variable - variable based on expected traffic volume. Both costs escalated at 2% / year. Vehicles and
maintenance based on expected traffic; insurance based on specific post-Hurricane Maria estimates (if not other hurricanes, insurance will regress to pre-Maria levels starting in FY 23); all other variables constant with FY 17 actuals
[l Tren Urbano operating contract ($53mmin FY 18) based on contract requirements and projected hour and mile rates (about 1% increase per year); insurance based on specific post-Hurricane Maria estimates;
all other variables (lighting, etc.) assumed constant with FY17 actuals
[J] Bus operating estimates based on recent contract trends (2.4% per year) extended for all years of period

[K] Professional Services makes up more than half of the FY 18 estimate and includes Title Il support, w hich is expected to decrease during the period. All other variables (rent, lighting, etc.) assumed constant with FY 17 actuals

GOVERNMENT OF PUERTO RICO
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Key Base Case Scenario Assumptions 7 Operating Revenue

A Operating Revenue

T Toll revenues were estimated using Dr. Jorge F r e y draftdesults received on 3/21/18. The accompanying draft report is expected
later in March 2018, and the estimates and / or interpretations are subject to change.

A There is currently no plan in place to increase toll rates

i Toll Fine Revenue is based on toll operations-related violations, which include a $15 fine plus the cost of the unpaid toll transactions.
FY18 was estimated at ~$27 million based on the average of the FY17 actuals and annualized FY18 YTD data (to account for post-
Maria i mpact as wel |l as expected return to steady state).a For
GNP assumptions as of March 2018. These projections assume that HTA will receive both payments made to it directly as well
as through Hacienda/ Treasury, and that these pass-through receipts from Hacienda are not deducted from the central
government d6s transfer to HTA

i Transit Revenues are composed of Tren Urbano and Metrobus income and are estimated at ~$8 million for FY18 based on the
average of FY17 actwuals and annualized FY18 YTD data. For FY19
GNP assumptions as of March 2018.

i Other Income for FY18 is estimated at $4.6 million, of which over 80% consists of income from rent and lease, Import Levy Tax fees
and income i mprovements. For FY19 through FY23, this line iten
2018.

A Tax and Fee Revenue

I Gasoline taxes, Diesel taxes, Petroleum Products taxes, Cigarette taxes and Vehicle License Fees (note: all these are retained by the
central government) were estimated consistent with the Commonw
through FY23.

A Gasoline, diesel and petroleum products taxes are assumed to be consistent with historical years, however depending on the
Puerto Rico Electric Power Authority repair and recovery from the hurricanes it will effect the taxes through consumers usage of
gas and electrical power generators.

A Revenues from vehicle license fees are projected to remain constant as the recent trend has been flat.

GOVERNMENT OF PUERTO RICO
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Key Base Case Scenario Assumptions T CIP (1 of 2)

AConstruction Costs

I Federal and local construction costs for FY18-21 were developed using project specific costs provided by PRHTA for active projects,
STIP projects, Federal earmark projects, and projected spend on dynamic toll lanes.

A A previously budgeted $23 M was allocated to the Construction Local line item.

T FY21-23 construction costs were developed using long-term CIP projections produced by PRHTA and its consultants and validated by
an external engineering firm and projects the total spend needed by year to keep the highway network in a state of good repair.

A FY21 is the first year where long-term CIP costs are incurred. Per PRHTA consultants, only 20% of steady-state FHWA long-
term CIP costs can be incurred in the first year due to additional standard delay in obligating federal funds. The remaining
portion of costs in this year are contributed from STIP-programmed and current active projects.

A $10 M per year of the FY22+ non-federal spend has been allocated to the local construction line item as an earmark for annual
needs.

T All years incorporate additional costs based on the long-term CIP projections to achieve adequate levels of state of good repair
spending.
ASoft Costs

i Includes $65 M in soft cost backlog. Assumes 10% of construction costs for 2018 and 2019, 15% for 2020 and 2021, and 18.5% of
construction costs for Years 2022 to 2023. Soft cost assumptions by year were provided by PRHTA and its engineering consultants

A A previously budgeted $23 M was allocated to the Construction Local line item.

A For FY19 onwards, 5 M was deducted per year from the total soft cost and allocated to the design line item to ensure funding for
annual needs.
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Key Base Case Scenario Assumptions i CIP (2 of 2)

AFunding
i PRHTA receives $138.8 M (net of penalties) in federal funds per year. Total FHWA funds for FY18-21 is based on obligated Federal
Funds and exceeds 138.8 M in some years as a result of backlogged projects. FY22 onwards assumes PRHTA receives its historical

allocation from FHWA of $138.8 M.

i PRHTA receives an annual appropriation from Central Government for capital expenses.

i PRHTA is also set to receive additional Capex funds of $376 M. This amount will fund emergency reconstruction as well as allow HTA
to meet its capital requirements to maintain a state of good repair.

AEmergency Repair
T Assumed that FHWA match of emergency repair spending was 100% per the Bipartisan Budget Act of 2018, 115th Cong., 2d Sess.
(2018). Page. 88; line 8.
T Developed using current damage estimates prepared as of February 19th, 2018. Local emergency repair costs include the local share
of FEMA emergency repair and 12 M for local design management not eligible for FHWA reimbursement

ATransit CIP
i Developed on a line item basis by CIP leadership. Includes costs and revenues associated with reconstruction and repair following

Hurricane Matria.
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Key Base Case Scenario Assumptions i Operational Expenses (1 of 3)

ASalaries and related benefits

I Salaries and related benefits consider the | atest HTA ranater,
benefits such as overtime, pension, social security and Medicare are calculated as a proportion of the base salary. HTA has not
increased salaries in the last nine years, so we assumed no increase over this period. HTA is self-insured, and over the last two years
has experienced a 0.5% CAGR in health care costs, which we assumed will extend for the remaining fiscal years.

iLaw 70 Early Retirement Program went into effect prior tu HTA®O
schedule for the programés participants. As expected, thee prog
program.

i Law 211 Early Retirement Program went into effect at the beginning of FY18, and our baseline considers participants at their then-
current costs at the time of their 6/30/17 separation (note: savings from this measure is captured and represented as a fiscal measure).

APayGo Retirement

i HTA received an invoice from the Puerto Rico Treasury Department of $34 million for FY18, the first year when PayGo went into
effect. HTA has not received future year estimates from Treasury, so HTA assumed this $34 million expense for each of the remaining
years in this fiscal plan.

AlLitigation Reserve

i For all years in this fiscal plan (FY18 through FY23), HTA projected expenses to be consistent FY17 actuals, as there is no structural
change expected and this line item is inherently difficult to predict.

ARight of Way Payments

T HTA built a by-case projection based on specific litigation cases and their expected payments. These expenses are expected to
gradually decrease until reaching zero by FY22, as HTAOGs new ¢c
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Key Base Case Scenario Assumptions i Operational Expenses (2 of 3)

AOther program expenses

T Consists of additional expense related to construction support. Equipment rental is the largest item within this category and is due
primarily to car leases to support transportation within construction sites. This item is expected to increase to support increased
construction activity in the next few years. Other remaining expenses such as building rent and security considers FY17 actuals and is
expected to remain flat.

AToll highways administration and maintenance

T Electronic toll collection, the cost of HT A @l operator third-party service provider, has been split into variable (costs driven by traffic
volume) and fixed (fixed costs). To get a good steady state estimate, FY18 considers the last twelve months prior to Hurricane Maria
Sep 2017 to Aug 2018); for future years, this line item varies based on real GNP plus a small per year contractor cost escalation.

T Highway Repair and maintenance, which supports HT A &ighways, consists of several components (e.g. green area contracts; re-
pavement) that total $10 million per year for FY18 and FY19. As of FY20 this line item includes a small per year contractor cost
escalation.

i Vehicle maintenance and repair, which supports H T A &ighway operations, assumes FY18 is consistent with FY17, and future years
include small per year contractor cost escalation.

T Insurance and maintenance, for HT A dighways operations, considers actual insurance policy costs for years FY18 and FY19.
Insurance costs are estimated to remain steady until FY22 and then gradually decline back to FY18 levels (assuming no Maria-like
events will recur).

T All other line items such as lighting, security, rent, etc. use FY17 actuals for projections for each year through FY23.

ATrain operating and maintenance costs

T TrenUr b a ropefating contract represents approx. 80% of this line item. Between FY18 and FY23, projections have been made on a
detailed, per-year estimate consisting of the FY18 to FY23 contracted base compensation, price / mile, price per hour, estimated miles,
estimated hours and an annual allowance in order to reach the total expected contract costs. CAGR is approx. 1% over the six years.

T Insurance and maintenance, for Tren Urbano operations, considers a actual insurance policies for years FY18 and FY19. Insurance
costs are estimated to remain steady until FY22 and then gradually decline back to FY18 levels.

T All other line items such as lighting, security, rent, etc. use FY17 actuals for projections for each year through FY23.

GOVERNMENT OF PUERTO RICO
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Key Base Case Scenario Assumptions i Operational Expenses (3 of 3)

Alntegrated transportation system

T The bus system that flows into Tren Urbano is operated by a third-party provider and the budget information is based off on the
existing operating contract. Based on the contract pricing, a CAGR of approximately 2% is expected through FY23.

AOther operating expenses

T Professional services represent over half of this line item. Such services includes Title Il consulting, accounting, law and financial
services consulting. Professional services is expected to gradually decline over the years from approx. $8 million in FY18 to approx. $2

million in FY23.

T Insurance and maintenance regarding operating and overhead, considers actual insurance policies for years FY18 and FY19.
Insurance costs are estimated to remain steady until FY22 and then gradually decline back to FY18 levels.

T All other line items such as lighting, security, rent, etc. use FY17 actuals for projections for each year through FY23.
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V. FISCAL MEASURES WITH FINANCIAL
PROJECTIONS
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HTAGsSs pr oj ect ed withfiscalarleasgrest Sumrmaryo n

After retained revenues, Centr al Gov er n me-debtfiscal gapis $0e r s ,

Total financial gap with fiscal measures, FY18-FY23 in $ millions

2,246 6,531

4,285

(4,673)

947 0
. . T T . .
Operating FHWA & FTA Total Construction & Retained  Pre-Measu res’: Fiscal Plan Commonwealth Financial Surplus
Revenues Funding Revenues Operating Expense Revenues Gap i Measures CAPX Transfer (Deficit)
: 376
| ]

5 (3,266)  (1,408)

- ¢
N S
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HTAGs proj ect ed withfiscalarleassrest De&it | o0 n

6 Yr Total:

In $ thousands 2017-18 P 2018-19 P 2019-20 P 2020-21P 2021-22 P 2022-23 P FY18-FY23
Toll fares, includes [4] and [5] 111,750 128,710 134,784 133,585 134,813 141,953 785,594
Gasoline Tax 171,500 161,280 148,230 145,600 143,200 140,850 910,660
Diesel Tax 20,140 16,000 14,710 14,440 14,210 13,970 93,470
Petroleum Products Tax 323,270 285,540 252,370 247,900 243,810 239,810 1,592,700
Cigarettes taxes 20,000 20,000 20,000 20,000 20,000 20,000 120,000
Motor Vehicle License Fees 30,000 31,500 33,000 33,000 33,000 33,000 193,500
Act 30 - Licenses Fees Transferred to Act 57,000 58,500 60,000 60,000 60,000 60,000 355,500
Transit Revenues 8,052 9,308 9,567 9,786 9,970 10,074 56,757
Electronic Toll Fines, includes [4] 27,177 18,948 19,476 19,922 20,297 20,509 126,330
Other income 4,618 5,487 5,640 5,769 5,878 5,939 33,333

Operating Revenue 773,508 735,273 697,778 690,002 685,178 686,106 4,267,844
FHWA Funds 132,766 397,945 308,644 167,497 138,830 138,830 1,284,512
State Funds Earmarked for CapEx 75,000 - - - - - 75,000
Federal Emergency Revenues 175,553 256,565 145,201 55,135 - - 632,454
FTA Funds 31,000 50,000 50,000 5,000 5,000 5,000 146,000
Hurricane Loss Assessment - Insurance and FEMA Revenue 27,002 54,004 27,002 - - - 108,007

Capital Contribution 441,320 758,514 530,847 227,632 143,830 143,830 2,245,973

Total Revenues After Federal Fund Transfers 1,214,828 1,493,787 1,228,625 917,634 829,008 829,936 6,513,817
Right of Way (3,300) (3,300) (3,300) (3,300) (3,300) (3,300) (19,800)
Design (23,000) (5,000) (5,000) (5,000) (5,000) (5,000) (48,000)
Construction Local (23,160) (10,000) (10,000) (10,000) (10,000) (10,000) (73,160)
Salaries and related benefits, includes [2] and [3] (46,448) (50,274) (41,566) (33,370) (30,860) (27,816) (230,334)
PayGo Retirement Impact (13,536) (13,536) (13,536) (13,536) (13,536) (13,536) (81,217)
Litigation Reserve (6,691) (6,691) (6,691) (6,691) (6,691) (6,691) (40,146)
Right of Way Payments (16,626) (13,736) (7,068) (1,900) - - (39,330)
Other program expenses, includes [2] (1,471) (2,538) (5,908) (7,485) (9,070) (10,596) (37,068)
FHWA Construction Spend Projects (96,242) (343,623) (255,951) (142,505) (120,009) (117,156) (1,075,486)
Non-Federal Construction Projects (118,688) (35,161) (31,971) (173,049) (176,615) (176,615) (712,098)
FHWA Construction Soft Costs (36,524) (49,705) (48,227) (22,610) (17,057) (19,746) (193,869)
Non-Federal Construction Soft Costs (11,869) (4,132) (5,762) (24,840) (31,288) (31,452) (109,343)
Federal Emergency Repair Program (175,553) (256,565) (145,201) (55,135) - - (632,454)
Local Emergency Repair Program (6,496) (7,780) (3,240) (2,484) - - (20,000)
Transit CIP (31,000) (50,000) (50,000) (5,000) (5,000) (5,000) (146,000)
Hurricane Loss Assessment - Local Funding Needs (1,552) (3,104) (1,552) - - - (6,209)
Hurricane Loss Assessment - Insurance / FEMA Covered (27,002) (54,004) (27,002) - - - (108,007)

Total Construction (639,158) (909,149) (661,975) (506,905) (428,425) (426,908) (3,572,520)
Salaries and related benefits, includes [2] and [3] (39,780) (45,685) (34,664) (24,025) (21,116) (17,396) (182,666)
PayGo Retirement Impact (4,423) (4,423) (4,423) (4,423) (4,423) (4,423) (26,537)
Toll highways administration and maintenance, includes [4] (35,278) (34,701) (33,440) (33,579) (34,372) (33,681) (205,051)
Train operating and maintenance costs, includes [1] (66,587) (68,183) (67,902) (70,011) (59,357) (61,326) (393,366)
Integrated transportation system, includes [1] and [5] (14,603) (11,538) (11,834) (12,326) (12,851) (13,196) (76,346)
Other operating expenses, includes [2] and [6] (15,098) (16,149) (19,401) (20,350) (21,310) (22,143) (114,450)

Total operating expenses (175,768) (180,678) (171,664) (164,713) (153,429) (152,165) (998,416)

Total expenses (814,926) (1,089,827) (833,638) (671,618) (581,854) (579,073) (4,570,936)
Total Fin. Gap Post-Measures before Rev Retention & Gov. Funding 399,902 403,959 394,986 246,017 247,154 250,863 1,942,881
Retained Revenues to Central Government (621,910) (572,820) (528,310) (520,940) (514,220) (507,630) (3,265,830)
Total Fin. Gap Post-Measures post-Rev Retention & pre-Gov. Funding (222,008) (168,861) (133,324) (274,923) (267,066) (256,767) (1,322,949)
Expected HTA Allocation from Commonwealth CAPX Fund 80,179 77,451 64,099 55,068 49,736 49,736 376,266
Transfer from Government of PR 141,829 91,410 69,225 219,856 217,331 207,032 946,683

Total Fin. Gap Post-Measures after Rev Retention & Gov. Funding
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Fiscal Plan Measures - Organizational Transformation

Saving Results $ millions

_ ' o Avg/ Final Year 6 Years
€@ Operating Contract Re-Bid and Optimization Year (FY 23)  (FY18-23)
HTA will utilize Title Il leverage to re-bid operating contracts and negotiate with vendors to
align contract with current needs and reduce overall costs 6.5 14.6 30.1

@ Outsourcing and Workforce Voluntary Transition
HTA will reduce overall workforce from and contract with specialized vendors to provided
critical services at reduced costs. Payroll savings will be achieved net of outsourcing costs 2.0 11.6 11.8
and separation incentives

e Early Exit Program

HTA has executed retirement i-RatiremehtVoluntarnat i on unMder Law2211 APRP8%
Program Acto for 162 personnel and an early termination incentive

° Toll Optimization
HTA will make improvements to processes and controls to collect owed revenue and reduce 1.8 6.3 11.0
operating costs on existing toll roads

o Bus Rapid Transit Implementation

HTA will implement Bus Rapid Transit lanes in accordance with HTA funding agreement, to drive (0.2) (0.4) (1.0
increased traffic to Tren Urbano with 75% farebox recovery ratio

@ Organizational Governance Improvements

Beginning in FY 2020, HTA will operate under the control of a new board, which includes (0.4) (0.5) (2.5)
four industry expert board members, this small increase in cost will enable the authority to
commit to necessary reform

Total 14.0 38.7 85.2

GOVERNMENT OF PUERTO RICO
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Summary of Fiscal Plan Measures

The expected i mpact of HTAOGs f i seyearpenmé asur es

Fiscal Measures, FY18-FY23 in $ millions

11

- (1) 3)

Contract Voluntary Early Exit Toll BRT Board
re-bid/optimization Transition Programs Optimization Structure

GOVERNMENT OF PUERTO RICO
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Summary of Fiscal Plan Measures by Year

Fiscal Measures by initiative, FY18-FY23 in $ millions

Board Structure
BRT
Toll Optimization
= Early Exit Programs
m\oluntary Transition

B Contract re-bid/optimization

39

(6)
In $ millions
FY18-FY23
FY18 FY19 FY20 FY21 FY22 FY23 Total
Cost Sawvings 3 @ 7 22 34 38 102
Revenue Enhancement 4 (5) 3) (7) (6) 0 17)
Total 6 (6) 4 15 27 39 85
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@® Operating Contract Re-bid / Optimization

Background
AHTAGs o perati ng bud g-timoperating aortracts, incladingtose suportirg transit, design and

construction, and other long-outsourced functions
A Many HTA contracts operate on longstanding contracts which have been extended or modified and are currently overpriced due
to:
i Not reflecting HTAG6s current operating environment
T Including fuel costs from earlier eras in which fuel costs were much higher
T Pricing in risk of non-payment
A contracts in many cases exceed cost benchmarks from reputable national data sets, past procurements, and other performance

metrics.

Proposed Changes

Aln accordance with HTAG8s status under Title |11 of PROMESA
including fuel, HTA has sufficient leverage to request improved terms from contracting partners, or recomplete outdated
contracts through solicitation.

AAs HTAb6s financial operations improve in accordance with M
for reduced cost of risk

AHTA re-compete contracts and negotiate with vendors to improve contract terms to reflect current circumstances

GOVERNMENT OF PUERTO RICO
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® Outsourcing and Workforce Voluntary Transition

- HTA currently operates as an in-house infrastructure developer and has 1,283 employees.

- HTA®6s headcount has not reduced commensurately with the reduc
annual growth rate of construction investment has declined by 10% while headcount has only declined by 4%.

- Outsourcing and a voluntary workforce transition will therefore align headcount with construction spend; aiding the transition to a
lean, contract management organization. The transformed organization will have fewer internal staff and will provide opportunities for
cost-effective outsourcing of various functions.

- By outsourcing key functions, HTA:
A Obtains efficiencies to allow for an effective program management
A Can adjust the organization to adequate size and provides flexibility to adjust resources to achieve future CIP or projects

Ve

A Enhances functions and services to effectively meet best practices and updated requirements

- Historically, HTAGs experience with outsourcing has beenllasosi
reduced construction project duration and cost -22vaedPR66 s , as ¢
- HTAO6s operational transformation relies on the successful i my

Because of the risks associated with the program, HTA is in the process of developing a Pilot Program to gauge initial interest of
voluntary separation and to identify any unforeseen risks of outsourcing.

- Upon a successful Pilot Program, HTA will implement the remaining outsourcing and workforce transition over a period of five years.
Should the Pilot Program fail to attract enough participants, HTA will not continue construction inspection outsourcing as it cannot risk
losing federal funds and/or not complying with the MOU. In this case, HTA still plans to optimize the construction value chain to the
extent possible (see slide 69).

- HTA has already begun taking steps to compliwi tvhi tthh ea FNH&WWO. r alrhdet
overlap with HTAG6s transf or mat-hoose devetopea Urderithe MQU; HTA s aarking te, amohg o m
other things, streamline the project billing process, project delivery process, and contracting procedures. See Appendix for further
discussion on the MOU initiatives.

1 MOU signed by the government of Puerto Rico and Federal Highway Administration

GOVERNMENT OF PUERTO RICO . .
Source: Signed Memorandum of Understanding MOU-PR2016-02-29-094734
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©®© Voluntary Exit Programs: Law 211 and Early Termination Program

Background
ALaw 211

I Thearticle211-2 015 -Reétrier ement Vol untary Program Acto is a retiremernd incenti

T To qualify for the Law 211 incentive program, HTA employees had to be less than 61 years old and have a minimum of 20 years of service

T Employees who met the criteria and chose to participate would receive 60% of base salary (average of the 3 highest salaries)

I 162 HTA employees chose to participate in this retirement incentive program: Group A: 131 participants; Group B: 31 participants

I Program participantsdé employment ended with HTA on June 3 @qgstreélatedt@those h e
employees was the amount they were owed under the retirement incentive program parameters

I The savings to HTA is the difference between those payments and the ongoing salary and benefits that HTA would have paid those employees had they
remained employed at HTA

A Early Termination Incentive Program

T The Early termination program was initiated in February 2018 with 14 participants enrolled for termination from HTA as of 2/28/18 (deadline to enter the
program is 3/15/18).

T Each participant will receive full base salary until June 30, 2018 in addition to health insurance, at a cost of $100 / participant

T As of June 30, 2018 HTA will not incur any additional Early Termination program costs

Proposed Changes

A No further changes needed: HTA executed this retirement incentive plan as of June 30, 2017.
A Since July 1, 2017, HTA has been receiving salary and benefits savings from Law 211 program.

A As of July 1, 2018, HTA starts benefiting from the Early Termination program.

GOVERNMENT OF PUERTO RICO
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© Voluntary Exit Programs: Law 211 and Early Termination Program

Analysis of Opportunity

Voluntary Exit Programs
Group A Group B Total

Law 211 participants 131 31 162 [A.1]

Early Termination Incentive Program 14 - 14 [A.2]

Awerage salary at time of retirement 44,548 44,548 [B]

Awverage benefits at time of retirement 17,151 17,151 (@]

Awerage salary + benefits $61,699 $61,699 [D] =[B] +[C]

Total cost per year at time of retirement $8,946,413 $1,912,681 $10,859,095 [E] = ([A.1]+[A.2]) * [D]

Total cost (FY18 - FY23)

less: payouts to Law 211 participants
less: payouts to Early Termination Incentive Program

$65,154,568 [F]=[E] *6

$38,160,471 [G]
$260,448 [H]

Savings from

A.1]: Per participant list from HTA's finance team
A.2]: Per participant list from HTA's finance team

C]: Applying a 38
DJ: Calculation

voluntary exit measure

E]: Calculation
F]: Calculation

.5% benefit factor based on FY 18's relative ratio of benefits / salary

$26,733,649 [ =[F] - [G] - [H]

[ [

[ [

[B]: Average salary of 131 Group A participants - assumed same for other participants [G]: Based on detailed payout schedule provided by HTA's finance team
[ [H]: 14 Participants * 5 months of base salary (until June 30th 2018)

[

plus 5 months of health insurance at $100/participant/month

[]: Calculation

Implementation timeline and expected annual savings

11

FY18

GOVERNMI

Puerto Rico Highw

Savings from Voluntary Exit Programs, FY18-FY23 ($ in millions)

6.3
5.3
4.3
2.5

FY19 FY20 FY21 FY22

NT OF PUERTO RICO

vays and Transportation Authority

7.2

FY23

$26.7 million
In savings over

6 years
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Fiscal Measure: Toll Collection Optimization

Background

A System Improvements and Vendor Enhancements

Open Road Toll (ORT) System Enhancement: Improve legacy s y s t ©RDHardware (lasers, cameras, antennas and sensors) and

software that will allow HTA to reduce leakage, improving TAG (Auto Expresso) and License Plate transaction data and increased

accuracy and reliability of vehicle classification.

Toll Operator Improvement: Upgrade system to improve toll transaction life cycle and user accounts recharge channels, decrease

gross Violations (better violation management and violation letter bundling), provide consistent reporting, improved system monitoring,

minimize redundancy and reduce current revenue leakage. In addition, HTA expects improved customer service.

Violation Avoidance: Create automatic registration functionality, based on Autoexpreso traffic records, between the u s e ta® sode

(AutoExpreso) and the u s e wedbisle license plate number, allowing HTA to charge vehicles based on license plate, when the tag
code is not available. This functionality will reduce the amount of violations as those transactions will be charged to the Autoexpreso

user rather than becoming a Violation, in addition to reducing the current Violations Management cost supported by PRHTA.

Improved Void Accountability: Map all types of fi v o tradsactions (those that are not pursuable due to data quality) and define which

void transactions HTA should not be paying for. (Currently, HTA pays for all void transactions).

A New Initiatives

ORT Conversion: Convert existing (canalized) lanes into ORT lanes. HTA expects the latter to be more accurate, have lower leakage

as well as better classification.

Web Maria: Collect post-Hurricane Maria toll fares that could not be collected in the weeks following the hurricane.

GOVERNMENT OF PUERTO RICO
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©® Fiscal Measure: Toll Collection Optimization

Analysis of Opportunity

FY18-FY23
in $ millions FY18 FY19 FY20 FY21 FY22 FY23 Total

ORT System Enhancement 1.9 4.6 1.3 1.3 13 13 11.7 [A]
Toll Operator Improvement - - 1.8 54 54 54 17.9 [B]
Violation Avoidance - (3.8) (3.9) 4.1) 4.2) (4.3) (20.3) [C]
Improved Void Accountability - 1.8 1.8 1.8 1.8 1.8 8.9 [D]
System Improvements and Vendor Enhancements 1.9 2.6 1.0 4.4 4.2 4.2 18.3
ORT Conversion - - - (6.9) (6.0 21 (10.8) [E]
Web Maria 35 - - - - - 35 [F
New Initiatives 35 - - (6.9) (6.0 21 (7.3)
Total Savings 54 2.6 1.0 (2.5) .7 6.3 11.0

[A]: ORT System Enhancement: HTA's vendor negotiations will produce cost savings of $6.5mm over I7 months in FY18 and FY19.
[A]: ORT System Enhancement: based on toll operator experience, HTA expects upgrades of the current system will reduce revenue leakage by around 1%, or $13mm/year.
[B]: Toll Operator Improvement: based on toll o perator experience, HTA expects improving operator capability to increase revenue by 2% (reduced leakage) and reduce cost by 20%; needed CAP X = $3.5 mm, starts FY19.
Includes Eclipse $500k / year and a one-time $50K RFP cost
[C]: Violation Avoidance: based on toll operator experience, HTA expects adding automated license plate / Auto Expreso tags will help HTA to reduce violations (currently 600K / month) by 25%, at $0.60 cost per letter, savings achieved are about $11mm / year.
[C]: Violation Avoidance: based on toll operator experience, by adding automated license plate / Auto Expreso tags, HTA will be able to reduce its violations by 25%. Accordingly, it will automatically collect the average toll fare of $106 versus the $0.23
on average that it collects currently on each violation letter sent (due to its 22%violation collection rate). Reducing the 600K violations letters it sends each month by 25%leads HTA to send 150K fewer violation letters. The difference of $0.83 collected
per instance for 150K instances per months is $125K additional revenue per month, or $15 mm per year.
[C]: Violation Avoidance: as noted above, based on toll operator experience, HTA expects to reduce its violations by
by 25% would have a proportional impact on HTA®s violation
[D]: Improved void accountability: based on toll operator experience, HTA expects a decrease of 40K voids per month that HTA is currently paying for (or about 4%of the total gross violations). For each of 140K voids per month, HTA no longer will pay
the average toll fare of $106, and will save about $ 150K per month, or about $18 mm per year.
[E]: ORT Conversion: based on toll operator experience, at select plazas (to be rolled out in three phases), HTA expects 2%revenue gain from ORT based on reduced leakage. The revenue baseline for those plazas (for all three phases) is $96 mm, so a 2%increa
would lead to a $19 mm per year revenue increase once all the phases are complete. Similarly, HTA expects 3%cost reduction mostly from lower maintenance costs. On a cost baseline of $12 mm, a 3%reduction would lead to savings of $0.4 mm per year.
[F]: Web M aria: estimate of how much of the $7 mm revenue HTA can recover (assumed 50%recovery) from those drivers not able to pay their tolls for weeks following Hurricane M aria.

Implementation timeline and expected annual savings
Savings from Toll Collection Optimization, FY18-FY23 ($ in millions)

$11.0 million

5.4 6.3

- 26 in savings over
1.0
FY18 FY19 FY20 — ? FY23

2.5) 1.7
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© Bus Rapid Transit Lanes (PR52)

Background

A HTA currently operates the Caguas-to-San Juan stretch of PR-52 as a toll road on a fee basis
A HTA has received $175 million in FTA project funding to support develop Bus Rapid Transit (BRT) lanes, and

construction is scheduled to begin in FY18, and complete in FY20
A HTA will establish a work day Bus Rapid Transit line from Caguas to the TU Centro Medico station in accordance

with the HTA agreement, providing a more-convenient option for reaching the TU system, offsetting roughly 75% of

the BRT operating costs.

Proposed Changes

A HTA will meet its commitment to FTA and operate the Bus Rapid Transit Systems operating at an estimated 75%

farebox recovery ratio, exceeding most HTA bus operation standards

Cd
<  GOVERNMENT OF PUERTO RICO
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© Bus Rapid Transit Lanes (PR52)

Analysis of Opportunity

PR 52 - Bus Rapid Transit Analysis
($, millions)
Fiscal Year |Cost Revenue |Net
2018 - - -
2019 - - -
2020 - - -
2021 0.6 0.4 (0.2)
2022 1.3 0.9 (0.4)
2023 1.3 0.9 (0.4)
3.2 2.2 (1.0)

$175 million in total capital costs are being invested in
FY19-22, funded entirely with federal funding (FTA)

Surplus buses from the Bayamon BRT can support
Caguas needs

Operating costs for Bus Rapid Transit (contracted
operation with ATI vendor) begin in 2021 at $1.3
million

BRT revenue of $2 per-person with 2k estimated riders
on 220 work days per year (~75% cost coverage)

Additional potential revenue benefits of providing
additional feeder traffic to Tren Urbano are not
included within this analysis.

Implementation timeline and expected annual savings
Net Revenue from BRT, FY18-FY23 ($ in millions)

0.0 0.0 0.0 T
$1.0 million
FY18 FY19 FY20 FY21 FY22 FY23
In costs over 6
(0.2)
years
04) (0.4)
c} = GOVERNMENT OF PUERTO RICO
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0o Organizational Governance Improvements
New Board Structure Enables Change

Beginning in Fiscal Year 2019 7 PRHTA will operate under the control of a new board, which includes four
industry expert board members

In order to attract and retain board members with the desired qualification, HTA will need to compensate
non-employee members in a manner similar to private board members.

HTA intends to compensate each non-employee board member $75k per year. Total direct compensation
will total $300k per year. Board members are payed salaries as stipends, and are not entitled to any
payroll benefits.

These professional board members will be identified by a search firm, at an estimated cost of 33% of
board compensation, total search fees not to exceed $100k per year.

Each board member will be reimbursed for applicable office expenses and required board travel based on
expenses incurred at a rate of $25k per year, or $100k total per year.

In total, the new, professional board structure will increase other operating expenses by $500k per
year, and serve to enable the organization to operate as an objective corporate-like entity.

0.0
FY18 FY19 FY20 Fy21 FY22 FY23 $2.5 million

In costs over 6

years

(0.5) (0.5) (0.5) (0.5) (0.5)

’7
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HTAOGs fi scal

measur e

summary:

by

S Ca

FY18-FY23
FY23 Total

FY18 FY19 FY20 Fy21 FY22

[4] Toll Optimization 3,500 1,480 3,684 (415) 413 7,143 15,804
Toll fares 3,500 1,480 3,684 (415) 413 7,143 15,804

[4] Electronic Toll Fines - (6,316) (6,492) (6,641) (6,766) (6,836) (33,051)
Electronic Toll Fines - (6,316) (6,492) (6,641) (6,766) (6,836) (33,051)

[3] Early Exit 629 1,474 2,530 3,132 3,692 4,196 15,652
[2] Voluntary Transition - (4,883) 2,531 9,915 11,641 14,028 33,232
Salaries and related benefits (Construction Support) 629 (3,410) 5,060 13,046 15,333 18,225 48,884

[2] Voluntary Transition - (1,066) (4,437) (6,013) (7,598) (9,125) (28,239)
Other program expenses - (1,066) (4,437) (6,013) (7,598) (9,125) (28,239)

[3] Early Exit 445 1,044 1,791 2,217 2,614 2,971 11,082
[2] Voluntary Transition - (6,655) 3,449 13,512 15,865 19,118 45,288
Salaries and related benefits (Opex) 445 (5,612) 5,240 15,729 18,478 22,089 56,370

[4] Toll Optimization 1,912 7,449 3,774 4,536 4,627 5,961 28,260
Toll highways administration and maintenance 1,912 7,449 3,774 4,536 4,627 5,961 28,260

[1] Contract re-bid/optimization - - - - 10,397 10,933 21,331
Train operating and maintenance costs - - - - 10,397 10,933 21,331

[1] Contract re-bid/optimization - 3,421 3,490 3,559 3,631 3,703 17,804
[5] BRT - - - (188) (401) (427) (1,017)
Integrated transportation system - 3,421 3,490 3,371 3,229 3,276 16,788

[2] Voluntary Transition - (1,453) (6,046) (8,195) (10,355) (12,436) (38,485)
[6] Board Structure - (500) (500) (500) (500) (500) (2,500)
Other operating expenses - (1,953) (6,546) (8,695) (10,855) (12,936) (40,985)
Total Fiscal Measures 6,486 (6,007) 3,774 14,918 27,259 38,731 85,161

GOVERNMENT OF PUERTO RICO
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VI. Liquidity Situation
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13-Week Cash Flow Projection

O WNE

©O© oo ~N®D

11
12
13

14

Actual (Act.) / Projected (Fcst.):  Fcst. Fest. Fcst. Fest. Fest. Fest. Fest. Fest Fcst. Fest. Fest. Fest. Fest.
($000's) Week Ended: 3/16 3/23 3/30 4/6 4/13 4/20 4127 5/4 5/11 5/18 5/25 6/1 6/8 13- Week
Operating Receipts
Net Toll Fares 1569 2,479 - 4,527 1,500 2,370 699 4,632 1535 2,425 715 4,632 1575 28,657 {[A]
Transit Revenues - [B]
HTA Collected Electronic Toll Fines 628 647 768 591 520 536 636 656 578 595 707 656 1,184 8,704 i [C]
Otherincome 54 49 79 39 71 47 59 54 49 61 52 50 20 684 (Dl
Total Operating Receipts 2,251 3,175 847 5,157 2,091 2,953 1,394 5,342 2,161 3,081 1474 5,338 2,779 38,045
Intra- Government Receipts
Transfer from Government of PR - - 1567 - - - 1567 - - - 1567 - - 4,700 [ [E]
Special State Grant - - - - - - - - - - - - - -
PR Gov. Infrastructure Funding - - - - - - - - - - - - - - A
Total Intra- Government Receipts - - 1567 - - - 1567 - - - 1567 - - 4,700
Other Receipts [Separate Federal Transfers by Program]
Federal Aid - FHWA & Earmarked Projects 644 1,104 497 552 1,426 322 920 460 1564 212 984 230 920 9,835 {[G]
Federal Aid - FTA (Sec. 5307 & Sec. 5309) - - 1,383 1,383 1383 1383 1,383 1,383 1,383 1383 1383 12,450 | [H]
Emergency Reconstruction Program 5,400 3,500 2,734 2,734 2,734 2,734 2,734 2,734 2,734 2,734 2,734 2,734 2,734 38,9711
Total Other Receipts 6,044 4,604 3,231 3,286 5,543 4,439 5,037 4,577 5,681 4,329 5,101 4,347 5,037 61256
Total Receipts 8,295 7,779 5,645 8,443 7,634 7,392 7,998 9,919 7,842 7,410 8,142 9,685 7,816 104,001
Operating Disbursements
Payrolland Fringe Benefits 2,100 1,300 4,300 1,900 1,350 4,450 333 2,050 1,500 4,150 333 2,196 25,962 i [H]
PayGo - 2,764 - - - 2,764 - - - 2,764 - - - 8,292 I [l
Christmas Bonus - - - - - - - - - - - - - -
Utilities 200 400 400 663 200 400 400 663 200 400 400 663 200 5,188 | [J]
Contracted Services 2,703 2,929 3,993 - 2,500 2,875 4,250 - 2,350 2,700 4,575 - 3,645 32,520 | [K]
Litigation Reserve/Right of Way - 760 - - - 760 - - - 760 - - - 2,280 {[L]
Transportation 47 18 15 51 47 18 20 51 47 18 20 20 31 403 {[M]
Professional Services 380 521 503 375 480 380 265 450 400 275 375 250 375 5,029 i [Nl
Other Operating Expenses 395 1,070 686 1534 1,792 5,477 i[O]
Misc Expenses - - - - - - - - - - - - - -
Total Operating Disbursements 5,430 8,692 9,211 1,484 6,197 8,547 10,071 1,497 5,047 8,417 9,520 2,800 8,238 85,150
Capex Disbursements
CIP Federal 700 1,200 540 600 1,550 350 1,000 500 1,700 230 1,070 250 1,000 10,690 ! [P
CIP State 220 235 249 270 166 100 168 304 150 100 150 - 150 2,262 {[Q]
Emergency Reconstruction Program 5,400 3,500 2,734 2,734 2,734 2,734 2,734 2,734 2,734 2,734 2,734 2,734 2,734 38,9711 [R]
Total Disbursements 11,750 13,627 12,734 5,087 10,647 11,731 13,973 5,035 9,631 11,481 13,474 5,784 12,122 137,073
Net Cash Flow (3,455) (5,848) (7,089) 3,356 (3,012) (4,338) (5,975) 4,885 (1,788) (4,071) (5,332) 3,901 (4,306) (33,073)
Unrestricted Bank Cash Balance Roll- Forward
Beginning Cash Balance 98,140 94,685 88,837 81748 85,104 82,091 77,753 71778 76,663 74,875 70,804 65,472 69,373 82,053
Net Cash Flow (3,455) (5,848) (7,089) 3,356 (3,012) (4,338) (5,975) 4,885 (1,788) (4,071 (5,332) 3,901 (4,306) (18,434)
Other Inflows - - - - - - - - - - - - - 8,524 1[3]
Other Outflows - - - - - - - - - - - - - (7,076)
Ending Bank Cash Balance 94,685 88,837 81,748 85,104 82,091 77,753 71,778 76,663 74,875 70,804 65,472 69,373 65,068 65,068 |[T]
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13-Week Cash Flow Assumptions

Footnote Line Assumptions
Al 1 Toll fares estimated based on January and February 2018 Collections, and adjusted for seasonality based on FY 17 Toll Collections
per day in each month. Assumes no more than four toll collection transfers per-month.
[B] 2  These revenues are used as a credit in Tren Urbano operating expenses invoice (ACI).
Toll fares estimated based on January and February Collections, and adjusted for seasonality based on FY 17 Violation Collections per
day in each month. Toll fines collected by treasury are included w ithin Line 6 - Transfer from Central Government
Monthly other income (including Tag, Impact Fee, Rent, etc.) estimated based on average of other income received during the months
[D] 4 of January and February 2018 . Actuals reflect a $1.2M sale of land in the w eek ending in 8/11, and a transfer of $1.5M from
investments the w eek of 2/16.
[E] 6 Total FY 18 transfers will be $120.0M.
[F] 8 No funds are expected to be received for the rest of the fiscal period.
Forecast for remainder of FY 18 represents request of the 92% of funds disbursed (Line 26). Estimate based on actuals from FY 16-

[ 3

(] 10 17, Non-toll credit amount includes utilities and other grant ineligible expenses.

H 11 HTA Management Estimate for Approved Grant funding for Maint.& Operations for TU - exact amount to be confirmed based on
Operator Invoices

0 12 Total revenues for emergency reconstruction programs are 47.2M - Construction Office Estimate, including HTA Management Estimate
including $8.9M underw ay in w eeks ending 3/16 and 3/23.

H 15 Based on monthly payroll cost of 7.7M, including non-paygo retireement costs, plus $1M expected to be disbursed related to Pre-

Retirement Contributions
m 16 Based on once-monthly invoice of approximately 2.7M Y TD.
Based on monthly utilities cost (HTA estimate based on FY 17&18 historical) of 1M, plus TU electricity invoices delayed and expected

J 18

1l to be paid before 6-30.

K] 19 Based on monthly invoices of GILA (historical), ACI, First Transit and Other minor suppliers (as contracted) totaling approximately
9.6M.

i 20 Monthly payment of 760K w as determined based on average of payments made during the months of January and February 2018
based on payment plan agreements. Cash basis estimate reflects reduced impact due to Title Ill status.

M 21 Monthly payment of 136K w as determined based on average of payments made during the months of December 2017, January and
February 2018. Employee Transporation

N 29 Monthly payment of 1.5M w as determined based on average of payments made during the months of December 2017, January and
February 2018 plus additional consulting invoives expected to be paid in the upcoming months.

] 23 Reflects $6.7M in outstanding incoices scheduled to be paid by year-end, including 2-year payment to Department of Labor, TU
Operator Arbitration Aw ard, and past year unpaid operator invoices.

il 26 Monthly construction payments of 3.5Mw as determined based on average of payments made during the months of January and
February 2018.

Q] 27 Monthly construction payments of 704K w as determined based on average of payments made during the months of January and
February 2018.

= 28 Total funds expected to be disbursed for emergency reconstruction programs are 47.2M - Construction Office Estimate, including

HTA Management Estimate including $8.9M underw ay in w eeks ending 3/16 and 3/23.

[S] 33 Line used to register transfers betw een bank accounts or passthrough funds.

M 35 Ending Cash Balance Includes $20M in cash restrictions based on Federal Government requirements, $75M approved by OMB for
FY 18 has not yet been received, but upon receipt w ould be considered restricted and used in FY2019

Confidential / Prepared for Governmental Policy Deliberation / Subject to Common Interest Agreement / Working Draft



VIl. DEBT SUSTAINABILITY
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HTA Outstanding Debt

Current Debt Structure

$ millions

6,084

Expired GDB

Line of Credit A 24 expired lines of credits with GDB

o6 A Insured Highway Revenue Bonds, Series 1968
A Uninsured Highway Revenue Bonds, Series 1968

A Insured 1998 Sub. Transportation Revenue Bonds
A Uninsured 1998 Sub. Transportation Revenue Bonds

1,024 A Uninsured Transportation Revenue Bonds, Series 1998

1,874 A Insured Transportation Revenue Bonds, Series 1998

—

1 352
Other Outstanding bond estimates as of Fiscal Year End 2017 based on a Bloomberg data extract. * Other Includes: $200MM in
FY17 Variable Rate Bonds, $57MM in CPI based interest-rate bonds, $.7MM in LIBOR based interest rate bonds maturing
through 2045, $93MM in Capital Appreciation Bonds maturing through 2026. DGB line of debt based on HTA management

GOVERNMENT OF PUERTO RICO estimates.
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Debt Sustainability post-measures

As aresult of revenue retention by the Government of Puerto Rico, HTA has insufficient cash flows to
service its debt, and entered Title lll in May 2017

° After accounting for the retained revenues, HTA does not have sufficient positive cash flows to support its
expenses and debt service, and has not made payments since July 2017

G Even after accounting for the incremental positive cash flows of fiscal plan measures, HTA will require
support from the Government of Puerto Rico to maintain essential operations and expenses

FY18-FY23
$in millions FY18 FY19 FY?20 FY21 FY?22 FY?23 Total

Toll Revenues Including federal Funds 1,211 1,499 1,231 925 835 830 6,531
Retained Revenues to Central Government (622) (573) (528) (521) (514) (508) (3,266)
Revenues net of Retained Revenues 589 926 703 404 321 322 3,265

o Total operating and CIP expenses (818)  (1,099) (850) (674) (615) (617) (4,673)
Expected HTA Allocation from Commonwealth CAPX Fund 80 77 64 55 50 50 376

e Transfer from Government of PR 142 101 79 200 217 207 947
Cash Flow available for Debt Service (pre-measures) (6) 6 4 (15) 27) (39) (89)

Total Measures 6 (6) 4 15 27 39 85

Cash Flow available for Debt Service (post-measures) - - - - - - -

y el

- ¢
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APPENDIX: Transformation Plan
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OQur goal I s to transf odincladd Tnka@ssucturewar d s
developer and operator

As previously mentioned, PRHTA is responsible of construpting,
highways and mass transportation facilities. To properly meet its duty, the measures in this plan follow two main philosophies:

1. Transform the organization structure in order to gain 2. Streamline project execution and management by engaging
synergies and position it for future effectiveness the best resources available

Organize HTA into a world class infrastructure developer and operator moving it Establish best-in-class project delivery process to assure federal compliance

towards a contract management model, such as it is currently done today for and efficiently deployment of resources available to maximize the infrastructure

design, land acquisition, construction and mass transit operations. HTA would developed and maintained.

manage third party contracts engaged through competitive bidding for each
service required.

HTA envisioned structure *For illustration purposes only Project Delivery Phases
Secr et
Office
PRASE
[ I I 1 A The streamlined process will be complemented by having the adequately sized
resources, visibility of important metrics to allow for accurate and timel
aroject cansiction Tianspr CHETT SSenvice. decision makin a)(s Wellpas the correct people with the right motivatorsyand
Development Management e Preservation et on g, peop g
capabilities.
Planning, . . I . . .
Design, ROW, Everoand Tren Urbano Oreatond & Electronic Toll A Project delivery methods will include Value Engineering analysis and
Environmental Construction & Busses Maintenance Collections . . 1 . . _
Studies innovative contract approaches? early in the planning phase to maximize the
value of each project.
A competitiveness will be maintained by constantly evaluating current contracts A skilled teams in the management of design and construction activities will
and its performance and re-bidding to keep contracts costs and performance assure to meet objectives of reducing average change orders from 30% to
in-line with market expectations. 15%.2

1 Case study of PR-18 & PR-66 procurement approach to be used as guideline for applicable projects.
2 Federal funded projects budget allows for a maximum of 15% increase to projects

GOVERNMENT OF PUERTO RICO
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Vision for HTA

Specialized roads and transit authority with enhanced governance, expert leaders, and a mission to
sustainably improve roads and infrastructure

Lean entity to efficiently and sustainably deliver roads and infrastructure mission without internal
rigidities

Optimized toll roads with socio-economic and environmental impact of tolling and pricing considered
Real estate assets identified & monetization options considered to provide cash flows for reinvestment
Federal funds maximized, existing and future transit projects optimized to achieve higher fair box recovery

Concessions considered for all optimized assets including as an implementation mechanism that
maintains adequate funding for the integrated highway network

Scale workforce to meet current needs, and pursue cost-effective outsourcing, and margin
optimization to right-size opex and generate cash flows

Optimized construction value chain, renegotiated operating contracts, and outsourced project-specific
functions

o, GOVERNMENT OF PUERTO RICO
' Puerto Rico Highways and Transportation Authority
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Pursue guiding principles to address the financial gap and re-focus HTA
towards its objectives

Establish an
efficient
organization

Strengthen

partnership

with federal
agencies

Improve
infrastructure
towards new

standards

Reach a
sustainable
debt structure

Improve

project

delivery
effectiveness

Sustain
Financial
Control
Reform

ATransform HTA into an organization in which resources are aligned to critical objectives and scale appropriately
to available resources and planned investments.
AEngage best resources efficiently to move HTA agenda forward in a fiscally sustainable manner.

AMaintain strong communication with FHWA & FTA, and move HTA forward towards full federal compliance

A Communicate Fiscal Plan to federal agencies and work together towards sustainable solutions

A Engage proactively with FHWA & FTAtore-p o si t i on H Toadssfedera gramteefandringrastructure
developer

A Focus infrastructure program on maintaining and improving existing road systems and mitigating congestion
AImplement data-driven process for project selection and prioritization based on asset condition, and safety
AEmbrace best-in-class approaches for congestion management (see slides 62 and 63)

AMaximize deployment of federal funds and utilize toll credits to receive highest-possible federal share

A Obtain a sustainable debt structure to allow for provision of services and realistic economic growth
infrastructure
A Evaluate new funding structures used in other jurisdictions

A Streamline project delivery and improve project times from planning to completion

AMaintain compliance with FHWA MOU and demonstrate improved project performance management
Almplement new contracting practices, such as CHICA! Contracts

Almprove internal controls and integrate lessons learned into ongoing and new projects

A Establish a zero-based budget approach and develop the tools and culture required to sustain it
Almplement procurement process reform to improve timeliness, accountability, and cost-control

GOVERNMENT OF PUERTO RICO

o Rico Highways and Transportation Authority

1 CHICA contracts are hybrid contracts with contingencies and acceleration clauses
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HTA will seek to implement high benefit-to-cost ratio solutions for congestion
management

AFurther Develop H T A éapability to provide real-time traveler information to major roadways
in the San Juan i Caguas i Gurabo corridor, including:
A Installation of Intelligent Transportation Systems (ITS) field devices will allow HTA
to provide real time information to the traveling public.
A PR-26 by November 2018
A PR-18 and PR-52 by October 2019
A PR-30 by July 2020

A Improve traveler alert capabilities with the inauguration of
H T A draffic management center, utilizing real time data to
provide roadside messaging and alerts to the traveling public,
and supporting enhanced performance management.

Almprove efficiency of incident clearing by utilizing integrated HTA facilities with Police and
EMS on PR-52 and PR-66.

AFacilitate expedited incident clearance (towing, patch and debris clearing) in high traffic
corridors.

AOptimize toll collection systems to improve traffic flow on major toll roads, increase
compliance and improve revenue capture.

AReduce reliance on toll plazas in favor of overhead tolling, decreasing labor costs and
improving rate of travel

GOVERNMENT OF PUERTO RICO
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HTA will seek to implement high benefit-to-cost ratio solutions for congestion
management

AExplore the extension of existing dynamic toll lane from San Juan to Toa Baja to the
Municipality of Dorado. INFRA grant submitted in 2017.

Alnitiate construction of the congestion management lane project for the San Juan-Caguas
T Gurabo corridor by August 2018. INFRA grant submitted in 2017. Currently funded with

FHWA funds.
AOpening to the public of PR-52 and PR-18 segment by December 2019 and of the PR-30
i segment by September 2020. i o~
ongestion
Management

Infrastructure Alncorporate transit-oriented initiative of Bus Rapid
Transit (BRT) into the congestion managed lane
project.

AExplore adaptive approaches for major urban
bottleneck intersections

Alnvest in improvements to traffic signaling hardware and software
AConsider the expansion of lane control and dynamic merge control to ease traffic during

TraEf?:?:r:)Cnetrol commuting hours, construction projects, and for special events with the use of reversible

AExplore use of Active Traffic Management, including variable speed limits, shoulder use,
and dynamic restrictions to improve efficiency of current highway networks.

-'; GOVERNMENT OF PUERTO RICO
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Governance and Organizational Structure Overview

The new HTA structure will incorporate a Board of Directors comprised of both administration leaders and independent
members to ensure effective governance over the organization and its six-year transformation plan.

Board Design Overview Board Composition
Establish an independent governing body of 7
= members with a minority (3) appointed by the
Governor and a majority (4) identified by a Eﬁgﬁ%ﬂ
private search firm from the private sector (and
approved by the Governor).
5 Stagger membership tenure to further mitigate SEETSEN Ef o oinance
" the risk of board disruption through political ULt
turnover. HTA Board of
3 Achieve desired expertise to maximize _ef_ficacy Diregfgrso
of Io_ng-term strategic planning and decision- Mission to revitalize
making. infrastructure through
4. Apply strict conflicts of interest limitations and e, Director sus{g?n?ﬁgogcﬁﬂgmic
independence requirements to ensure that AARAR development e
directors are correctly incentivized.
5. Appointment and removal of HTA leaders
entrusted in the board, according to objective,
merit-based standards, and pre-established KPIs
Treasury Relevant
HTA board members will be held to the highest ethical standards, Secretary Professional

independent members can only be removed from roles before term
expiration for a breach of the public trust

Industry experts will be identified by a professional search firm, approved by
the Governor and serve staggered 2, 4, and 6 year terms, with 5 year terms

SOVERNMENL OF FURRID RGO following. Estimated cost of maintaining professional board is $450K per year

Puerto Rico Highways and Transportation Authority

Confidential / Prepared for Governmental Policy Deliberation / Subject to Common Interest Agreement / Working Draft



HTA will reorganize into a more effective organization focused in
gaining synergies and carrying out its specific goals

1. Governance
A New structure attenuated from future political cycles and influence.
A The Board of Directors will include independent directors with power to appoint/remove management
with expertise in roads, infrastructure, revitalization, innovation, and private sector partnerships

2. Organization
A Forward-thinking lean organizational strategy with best-in-class FTE efficiency achieved through
voluntary transition
A Construction and O&M program internally overseen but optimized through outsourcing
A Build scalable contract management approach, which aligns resource levels with funding

3. Objective Decision-Making
A HTA will prioritize the following key design principles to create more effective governance and
organization structures:
A Maximize access to federal funding and, if possible, facilitate future access to capital markets
A Deliver upon HTA mission to provide a safe and efficient transportation system
A Move towards a contract management model to deliver excellent service at best value
A Incorporate streamlined processes to deliver a lean and effective organization
A Include public policy decisions as defined and measured input into cost-benefit analyses
A HTA will institute a performance based culture in which:
A Project and program performance are evaluated based on industry standard KPIs
A All employees evaluated on merit principle, with strict position control and cost-benefit analysis
requirements for all new positions and promotions

«  GOVERNMENT OF PUERTO RICO
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Organizational Structure

. Summary Timeline

Organizational Structure

2018

May

Governance
Organization Design

Finalize Mew QOrganizational Structure

Board Redesign
Engage Executive Search Firm
ldentify Mew Board Candidates
Select New Board Candidates

Convene New Board

GOVERNMENT OF PUERTO RICO
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Revenue Transformation Plan: Other Opportunities

HTA expects that the specific revenue transformation opportunities identified within this plan account
for a vast majority of revenue enhancement opportunities currently available, however HTA will continue
to explore innovative ways to increase revenue, including:

A Asset Monetization: Identify opportunities to convert HTA real estate and other capital assets into revenue streams through sale, long-
term lease, or Public Private Partnership.
Advertisement Maximization: Identify opportunities for additional advertising revenue through highway and transit operations

Traffic Information Monetization: ldentify opportunities to monetize traffic information and continue to expand highway sensor network.

To To o

Right of Way / Utilities Infrastructure Rights: Determine opportunity for monetizing unused right of way via utilizes and other
infrastructure rights.
A Other-Mobility Services: Evaluate viability of increasing mobility services (park & ride / ride share) and develop an implementation plan

as necessary.

GOVERNMENT OF PUERTO RICO
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Revenue Transformation Plan: Summary Timeline

Revenue Transformation

Toll Optimization
ORT System Enhancement
Toll Operator Improvement
Violation Avoidance
Improved Void Accountability
Web Maria

BRT

Complete BRT Lanes
Repurpose Bus Fleet and Modify Bus Operator Contract
Approve Bus Pricing Schedule

Operationalize Bus Operations

GOVERNMENT OF PUERTO RICO
Puerto Rico Highways and Transportation Authority

2018 2019
Mar Apr May Jun Jul Aug Sep Oct Nov Decf§ Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
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Cost Transformation Plan: Other Opportunities

HTA expects that the specific cost transformation opportunities identified within this plan account for a
vast majority of cost reduction opportunities currently available, however HTA will continue to explore
innovative ways to reduce costs, including:

A Additional Operations Optimization: Assess post-transformation workforce and contracting model, and identify areas for improvement
and savings

A workforce modeling, hours and overtime control: Associate workload drivers with each remaining FTE and develop zero-based
staffing model to justify positions, hours, and overtime. Improve controls to reduce excess hours and eliminate overlapping positions.

A Procurement Modernization: Identify opportunities to consolidate purchasing across categories and use collaborative purchasing to
leverage market power to pursue discounted prices from vendors not yet addressed through contract re-bid and optimization. Improve
controls over operating contracts to improve collection of contractor and concessionaire penalties.

A Enhance Internal Controls: Continue efforts begun in compliance with MOU requirements to develop industry best internal controls
over contracting, employee expenses, and other categories on operating expense not yet optimized within fiscal measures.

A Optimize Construction Value Chain: Along with the MOU initiatives, HTA plans to identify opportunities to optimize the construction
process in (which would also be complemented by voluntary transition and organizational structure initiatives):

i Pre-construction: Develop standardized decision tree to apply to the project bidding process in order to maximizes
competition of pre-qualified bidders. Develop best practices for contracting, such as standard term sheets to ensure
consistent delivery.

i Construction: Identify detailed short term and long term construction projects that should be outsourced to third party experts.

i Quality assurance: Develop a quality assurance plan which includes standard procedures on appropriately adding incentive
clauses to contracts in order to ensure contractorsd goal

GOVERNMENT OF PUERTO RICO
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Cost Transformation Plan: Summary Timeline

2018 2019
Mar Apr May Jun Jul Aug Sep Oct Nov Decfj Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Cost Transformation 1 |

Outsourcing and Workforce Rightsizing ] |

Finalize right-sizing and SIP program
Finalize Pilot Program & Alternate Plan(s)
Pilot Program - RFP & SIP Enroliment

Pilot Program - Externalization & Outsourcing

Full Scale Right-sizing - RFP & SIP Enroliment

Full Scale Externalization & Outsourcing

Operating Contract Re-Bid and Optimization ] |

Stablize Contracting Environment
Re-Bid/Negotiate Current and Expiring Contracts
ReBid/Negotiate Long Term Contracts

GOVERNMENT OF PUERTO RICO
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Transformation Implementation Structure
Organizing for Results

1
1
1

1
1
1
1
\

z, N
O Structure

‘ Revenues
‘ Expenses
Y

_————— - -

~———————

Steering Committee

The Steering Committee is ultimately responsible for the
project, which includes validating objectives, facilitating
resources, approving designs and making all final decisions.

Transformation Plan Lead

|
4

Transformation Plan Lead serves as the main contact to
facilitate scheduling, project support and communication.

PMO Work Team

The Work Team is

Focus Areas

responsible for the day-
to-day activities of the

(3)

project, including

@

1
1
1
L

Governance

(2)
Privatization/

[]
1
i Concessions

\-/Debt Adjustment

Toll Revenues

Other Revenues

analyses, delivery of
work products,
communication of project

status and coordination
of meetings with the

i 1
‘ransit Revenues i

F=———

S

Construction

R

Operétions

‘Detailed Voluntary

Transition Plan

Steering Committee.

PMO Principles: HTA has established a PMO with the required organization and processes to
implement the fiscal measures, initiatives and the reforms proposed within this plan.

Strategy:

Governance:

PMO goals are aligned | PMO has visibility and

with HTA strategic

objectives and that
projects are correctly
prioritized.

GOVERNMENT OF PUERTO RICO
Puerto Rico Highways and Transportation Authority

credibility by
participating in all
decision making forums
(HTA and Central
Government)

Risk and Audit:

PMO identifies risks,
their probability and
implications through
validated procedures
while ensuring quality
and adherence to HTA
as well as with Central
government key
strategies

Monitoring and
Reporting:

PMO implements
effective and
comprehensive
oversight and
monitoring through
adequate performance
metrics, to the correct
audience in the needed
timeframe

Confidential / Prepared for Governmental Policy Deliberation / Subject to Common Interest Agreement / Working Draft 71




Transformation Office: Summary Timeline

Transformation Plan Submitted Begin Transformational

1 Detailed Transformation Plan Changes Maintain Momentum for
consisting of: 1 Begin major organizational 9rganizationa| Transformation
I Initiatives and steps of progression  change initiatives, including I Realize results to build-in
i Timeline of implementation and i Outsourcing additional internal and
expected goals for Fiscal Measures .. i external stakeholder buy-in
I High-level milestones | Voluntary Transition Pursue additional critical for sustained

I Concessions transformation

savings opportunities

Begin Receiving
Majority of Expected

Board Structure Changes Transformation Benefits

1 Begin transition to new HTA board
guiding transformation efforts:

T Hire professional search firm

1 Commence recruitment of
SME board members

GOVERNMENT OF PUERTO RICO
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APPENDIX: FHWA MOU
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HTAG0s current operational situation an
Following years of operational and organizational challenges to effectively and efficiently deploy federal
funds in compliance for with Federal requirements, PRTHA and FHWA signed a Memorandum of
Understandington February 29, 2016 geared at revamping P

capabilities.

PRHTA Challenges

AMore than $400 million in available funding
is not deployed due to delayed processes
for project advancement, project completion
and provider payments

AOutdated and non-standard documentation
and requirements

feedback
and

ALack of communication and
integration between planning
construction departments

Alncreased project costs and overruns from catalyst for sustainable job growth
original budgets associated with highway construction in
Puerto Rico

AMisalignment of current capabilities with
needed core competencies

-'; GOVERNMENT OF PUERTO RICO

Puerto Rico

Highways and Transportation Authority

MOU between PRHTA and FHWA

AEstablishes procedures, systems and
project delivery objectives for the Puerto
Rico Highway Program

Aldentifies roles , responsibilities and actions
for the PRHTA and the FHWA to accelerate
the funding, planning, design and
construction of various highway, bridge and
transportation improvement projects

Almproves the economic vitality of the
Government of Puerto Rico and serves as a

1 MOU signed by the government of Puerto Rico and Federal Highway Administration
Source: Signed Memorandum of Understanding MOU-PR2016-02-29-094734
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MOU requirements and currents status of initiatives

Initiative Description Status

A Revise and submit to FHWA its billing process to ensure prompt payment to contractors as Completed on Q2 2016. Tracking

i follow. status of payments will be
Eedgral Aid & Paying all contractors by EFT Ny radedpw?ih E_Business Suite Q
Billing e Paying all contractors within 40 days of receipt of invoices P9
N ] . . and Program Management
Procedures e Tracking status of payments using electronic method acceptable to FHWA Information System (PMIS)
e Paying all contractors on the first business day after funds are received from FHWA y
A validate that PRHTAd8s existing toll credit ballBa®Rc2016BRHKpvRlidaied wi t h cu
current guidance at the time of exe c @dlCreditforo f tW?%‘aHQS%V'FEé;'éWH'?aT?s filnt .
non-federal Share, Nov 20, 2015) and identified the amount of to
Toll Credits A Identify that amount of toll credits available for use by PRHTA, and credits available. The tracking O
A I1dentify modifications that PRHTA must make to its processes for approving, tracking and status of toll credits will be
reconciling toll credit usage upgraded with PMIS.
_ ) _ Notice to Proceed (NTP) provided on O
A Contract the services of a management consultant to assist the PRHTA to review and develop 3/2017
Organizational recommendations for streamline the PRHTAO6s project billing process,
Capacity con; racts standard | anguage, training progr am’Coﬁsﬁt%rﬁ@coﬁjﬂcﬂnggsgegshénFa@ e
Development regulation. and is expected to complete the
recommendations by Q2 2018.
The email migration was completed in
A Procure services to improve systems such as email communication, electronic project monitoring 2/2017. Improvements of email
system, improvements to financial billing sys tcgnudicAtior? v Bompldtedin " eoOce
. unexpected balances. July 2017.
Exp.edltlng A Submit to the FHWA a report identifying the reasons for the delay of every project that the
PrO_jeCt PRHTA has .obligated,. but for which less than 5% of funds have been expended since the date a PMIS is on schedule with a go live date
Delivery recorded obligation existed for core functionality Phases 1&2 to be
A Develop and Submit to the FHWA a schedule with milestones to accelerate obligation of its completed Q2 2018.E-bidding and O
annual Federal-aid allocation to ensure all funds are properly obligated before redistribution of contract management will be complete
Federal-aid obligation limitation in Q1 2019.
E-Business Suite implementation
Source: Signed Memorandum of Understanding MOU- Consultant has been awarded and
PR2016-02-29-094734 expected NTP 3/2018.
GOVERNMENT OF PUERTO RICO
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@ Not Started O In Process @ Completed
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MOU initiatives encompass all elements needed to create an effective

organization

Federal Aid Billing Procedures Toll Credits

A Develop an efficient billing
process with specific goals to
ensure on-time payment to
contractors

A Ensure best practices and
guarantee financial accuracy and
consistency

A Identify improvements for the
approval, tracking and
reconciling of toll credit usage

Processes

Organization

AEstablish
are essential for auditing
a n d amd balidating complgnce
with FHWA guidance

A Establish measurable goals tied
to the development of the
agencybds goal s

A Tracking the status of payments
with electronic methods

Infrastructure
A Train personnel on toll
audit process to ensure
compliance
Culture

GOVERNMENT OF PUERTO RICO

Puerto Rico Highways and Transportation Authority

criti cAeEbtablsPrhedssiratiielperformance

Organizational Capacity Development

(LEAN) Expediting Project Delivery

A Establish processes to provide
continuous visibility to under
performance projects and allow
for effective development of
action plans

A Implement a LEAN Project delivery
and billing process that will result in
higher quality projects, faster project
completion and more efficient
delivery

A Develop capacity analysis to
correctly size the needed
organization to support the process

A Implementation of systems for
email and electronic
monitoring to increase
visibility and communication
between areas

levels and K P | 16 snprove process
visibility and track whether projects
are achieving targets

A Develop an effective method for
capturing voice of the client to
support performance measurement
and strategic decision making

A Promote collaborative culture
and communication

A Establish agenda for workshops
and trainings to develop core
competencies and deliver
business value

Source: Signed Memorandum of Understanding MOU-PR2016-02-29-094734
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APPENDIX: Summary Fiscal Plan Bridges to July 2017
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Fiscal Plan Bridge, July 2017 to Current: Summary

Delta between July 2017 Fiscal Plan Update and March 2018 Fiscal Plan Update, $ in millions

812

|
7 (52) (31)
— Operating Construction Construction Construction Opex Fiscal Plan | Commonwealth March FP
Sumplus (Deficit) Revenue Revenue Revenue Expense Support Measures CAPX Fund
(87)

Sumplus (Deficit)

N G

7 . .
- %, GOVERNMENT OF PUERTO RICO
B v
" » Puerto Rico Highways and Transportation Authority
o >

o9 (\)
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Fiscal Plan Bridge, July 2017 to Current: Detail, Capital Program

Total Taxand Fee Design Contruction CIP-Hard CIP-Soft Costs  Retained Hurricane Hurricane  Maria Repair ~ Hurricane

Government  Revenue Local Costs Revenues Damages - Loss Funds - Loss
Contribution 48 U Highways  Assessment  Highways  Assessment
Costs

(50)

146
(259) (69)

GOVERNMENT OF PUERTO RICO
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Fiscal Plan Bridge, July 2017 to Current: Detail, Fiscal Measures

The majority of the decrease in fiscal measures since July is the reduced estimate for voluntary
transition, as a result of higher outsourcing costs than expected, lower overhead savings, and the
introduction of a separation incentive plan to encourage employees to voluntarily separate from HTA

274

Delta between July 2017 and March 2018 Fiscal Measures, $ in millions

(70)
3

July 2017 Voluntary Transition Voluntary Transition Voluntary Transition Eary Additional revenue opps Changes in all March 2018
Fiscal Measures Higher outsourcing costs Lower Overhead savings Introduction of SIP Retirement not estimated othermeasures Fiscal Measures
o

é\- » ,¢
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